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FRIDAY,  MARCH  26,  1993 

U.S.  Senate, 
Committee  on  Banking,  Housing,  and  Urban  Affairs, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  10:05  a.m.,  in  room 
SD-538  of  the  Dirksen  Senate  Office  Building,  Senator  Donald  W. 
Riegle,  Jr.  (chairman  of  the  committee)  presiding. 

OPENING  STATEMENT  OF  CHAIRMAN  DONALD  W.  RIEGLE,  JR. 

The  Chairman.  Let  me  welcome  everyone  here  this  morning,  and 
the  committee  will  come  to  order. 

Today  we  are  here  to  consider  the  nominations  of  Mr.  Terrence 
Duvernay  as  Deputy  Secretary  of  the  U.S.  Department  of  Housing 
and  Urban  Development;  Ms.  Jean  Nolan  as  Assistant  Secretary 
for  Public  Affairs,  also  at  the  Department  of  Housing  and  Urban 
Development;  and  Mr.  Lawrence  Summers  as  Treasury  Under  Sec- 
retary for  International  Affairs,  and  we're  going  to  begin  with  Mr. 
Duvernay  first. 

I  am  very  pleased  that  the  President  has  nominated  Mr. 
Duvernay  to  this  critical  position.  He  is  a  well-respected,  highly  ex- 
perienced national  leader  within  the  national  housing  community. 
I'm  going  to  defer  further  comments  on  him  until  just  a  little  later. 

I  nave  a  letter  from  Senator  Nunn  in  behalf  of  Mr.  Duvernay's 
nomination.  I  will  not  read  it  now,  but  I  want  to  ask  unanimous 
consent  that  Sam  Nunn's  letter  be  made  a  part  of  the  record.  It  is 
a  very  strong  supportive  letter  that  makes  reference  to  the  out- 
standing work  that  Terry  Duvernay  did  in  the  State  of  Georgia  and 
it  is  supportive  of  his  nomination. 

Today  we  have  here  Senator  Coverdell  who  has  come  to  also 
speak  on  behalf  of  Mr.  Duvernay.  So,  Senator  Coverdell,  we  are 
pleased  to  have  you  and  we  would  like  to  hear  from  you  now. 

OPENING  STATEMENT  OF  SENATOR  PAUL  COVERDELL 

Senator  Coverdell.  Thank  you,  Mr.  Chairman.  It's  a  pleasure 
for  me  today  to  introduce  to  you  at  least  at  the  moment  a  fellow 

(l) 


Georgian  of  exceptional  ability  and  talent.  We  are  proud  and  hon- 
ored to  present  to  this  committee  the  name  of  Terrence  Duvernay 
as  Deputy  Secretary  of  Housing  and  Urban  Development. 

Mr.  Duvernay  has  an  outstanding  record  in  public  service  and 
has  an  exceptional  history  of  serving  the  people  of  this  country 
through  his  progressive  positions  in  HUD  and  other  areas  of  public 
administration.  The  nominee  has  served  in  his  career  at  many  lev- 
els of  Government  and  performed  with  distinction  and  merit  at 
each  level. 

Most  recently  he  directed  the  Georgia  Housing  and  Finance  Au- 
thority, which  included  managing  the  operations  of  the  State  Hous- 
ing Finance  Authority  to  successfully  provide  affordable  housing  to 
low-  and  moderate-income  citizens.  Mr.  Duvernay  also  headed  the 
Michigan  State  Housing  Development  Authority  in  Lansing,  Michi- 
gan for  8  years  before  coming  to  Atlanta. 

His  many  achievements  are  far  too  numerous  to  mention  here, 
but  of  special  note  and  significance  to  the  Deputy  Secretary's  posi- 
tion, Mr.  Duvernay  gained  valuable  national  experience  here  in 
Washington  when  he  operated  as  Deputy  Regional  Administrator 
to  the  U.S.  Department  of  HUD  responsible  to  the  States  of  Idaho, 
Oregon,  Alaska  and  Washington. 

It  is  clear  from  Mr.  Duvernay's  continually  advancing  service  to 
the  U.S.  Government  and  with  his  experience  and  skill  as  an  ad- 
ministrator that  he  is  highly  qualified  and  particularly  well  suited 
for  this  next  level  of  responsibility. 

I  would  encourage  you,  Mr.  Chairman  and  the  committee  to  give 
favorable  consideration  to  my  fellow  Georgian,  Mr.  Duvernay  for 
Deputy  Secretary  of  Housing  and  Urban  Development. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  com- 
ing over  for  those  supportive  and  introductory  comments,  and  they 
certainly  I  think  enhance  the  presentation  that  others  have  also 
come  forward  to  make  on  behalf  of  Mr.  Duvernay. 

So  we  thank  you  for  coming.  I  know  you  may  have  other  things 
to  do.  So  let  me  invite  you  to  stay  or  to  excuse  yourself  as  you  may 
need  to.  I'm  going  to  go  ahead  with  some  comments  of  my  own,  but 
again  we  appreciate  your  appearance  here  this  morning. 

Senator  Coverdell.  Thank  you,  Mr.  Chairman.  I  will  continue 
the  circus  of  meetings  we've  been  going  through  this  week.  Thank 
you  very  much. 

The  Chairman.  All  right.  Thank  you. 

I  want  to  just  continue  my  own  introductory  remarks  with  re- 
spect to  Mr.  Duvernay  who  distinguished  himself  very  much  in  the 
State  of  Michigan.  Prior  to  his  current  appointment  as  head  of  the 
Georgia  Residential  Finance  Agency  Mr.  Duvernay  served  as  Exec- 
utive Director  of  the  Michigan  State  Housing  Development  Author- 
ity. During  this  time  I  had  the  opportunity  to  work  directly  with 
him  and  developed  a  great  respect  and  admiration  for  his  abilities 
and  leadership.  I  was  very  encouraged  when  his  name  was  under 
consideration  and  was  very  interested  in  being  supportive  of  that 
consideration  at  the  time. 

During  the  1980's  when  the  Federal  Government's  commitment 
to  affordable  housing  was  declining  sharply  Mr.  Duvernay's  leader- 


ship  was  instrumental  in  building  capacity  among  State  and  local 
agencies  to  help  fill  that  void. 

His  leadership  in  Michigan  at  MSHDA  was  instrumental  in  mak- 
ing the  agency  one  of  the  most  innovative  and  respected  housing 
finance  agencies  in  the  entire  country. 

So  I  want  to  take  this  occasion  not  only  to  welcome  you  here  but 
to  thank  you  for  that  effort  and  for  all  of  the  vigorous  leadership 
you  gave  during  a  time  of  I  think  great  difficulty  in  terms  of  accom- 
plishing many  of  our  housing  goals.  I'm  confident  that  you  will 
bring  the  same  energy  and  creativity  and  leadership  to  this  new  as- 
signment both  in  championing  affordable  housing  opportunities 
and  to  really  lead  the  effort  to  revitalize  our  distressed  commu- 
nities across  the  country. 

Your  commitment  to  public  service  and  building  strong  commu- 
nities goes  back  many  long  years  prior  to  your  service  in  Michigan 
and  more  recently  in  Georgia.  You  began  your  career  in  Govern- 
ment working  with  the  city  of  New  Orleans.  You  served  as  Chief 
of  Staff  to  HUD  Secretary  Moon  Landrieu  during  the  Carter  ad- 
ministration. I  was  recently  with  him  and  he  spoke  with  such  affec- 
tion and  appreciation  of  the  work  that  you  did  and  said  to  me  that 
he  thought  perhaps  you  were  the  single  most  able  administrator 
that  he  had  worked  with  during  his  time  in  public  service,  and  I 
took  that  to  be  a  great  compliment  to  you. 

You  also  possess  significant  experience  in  managing  HUD's  field 
staff  having  served  as  the  Deputy  Regional  Administrator  of  the 
Department's  Seattle  office  and  as  the  Area  Manager  of  the  New 
Orleans  office.  I  think  your  work  on  the  Federal,  State  and  local 
levels  obviously  give  you  a  great  insight  and  working  knowledge 
into  the  Department's  activities. 

I  want  to  say,  too,  that  I  have  appreciated  your  important  con- 
tributions over  the  years  to  the  legislative  process.  As  a  member 
of  the  Rouse-Maxwell  National  Housing  Tax  Force  you  played  a 
key  role  in  laying  the  foundation  for  the  Cranston-Gonzalez  Na- 
tional Affordable  Housing  Act.  This  act  was  the  most  significant 
piece  of  housing  legislation  to  be  enacted  in  the  last  20  years  and 
ushered  in  a  new  area  of  Federal  commitment  to  affordable  hous- 
ing. 

You  also  have  continually  displayed  a  commitment  to  solving  the 
problems  facing  urban  America  through  your  involvement  with  nu- 
merous Commissions,  Advisory  Boards  and  Associations,  including 
the  National  Council  of  State  Housing  Agencies,  the  National  Com- 
munity Development  Association,  the  Mitchell-Danforth  Task  Force 
on  Low-Income  Housing,  the  Advisory  Council  on  the  Federal  Na- 
tional Mortgage  Corporation,  the  National  Commission  on  Severely 
Distressed  Public  Housing,  the  National  Low-Income  Housing  Coa- 
lition and  the  National  Housing  Conference.  So  it's  clear  that 
you've  been  willing  to  accept  responsibility  a  number  of  times  in 
those  capacities  and  others. 

Finally,  let  me  just  say  the  Deputy  Secretary  here  is  going  to 
play  an  absolutely  critical  role  in  charting  new  courses  to  revitalize 
our  distressed  communities  and,  God  knows,  we've  have  a  lot  of 
them  in  our  country,  and  also  to  go  about  improving  the  implemen- 
tation of  existing  initiatives  and  very  directly  reforming  the  man- 


agement  of  the  Department,  and  we'll  talk  about  that  here  this 
morning.  I  look  forward  to  your  comments  on  those  issues. 

Let  me  know  before  I  call  on  Senator  Domenici  for  any  opening 
comments  he  may  have. 

OPENING  STATEMENT  OF  SENATOR  PETE  V.  DOMENICI 

Senator  Domenici.  Thank  you  very  much,  Mr.  Chairman. 

I  came  this  morning  to  meet  you  and  to  wish  you  well  in  your 
new  job.  It's  a  very  tough  one.  Obviously  all  of  us  hope  that  we  can 
make  HUD  more  efficient  and  effective  and  at  the  same  time  help 
more  people  who  need  help.  So  I'm  going  to  be  on  your  side  and 
vote  for  you.  I  think  you  knew  that  before  I  arrived. 

I  would  like  to  tell  that  I  have  a  concern  and  maybe  you  can 
carry  it  back  with  you.  The  State  of  New  Mexico  still  has  a  class 
C  field  office.  It's  rather  incredible  that  our  State  would  be  in  that 
position.  We  have  made  a  plea  on  a  number  of  occasions  that  we 
be  upgraded  to  a  class  A  status. 

The  Fort  Worth  office  is  the  decision-maker  for  New  Mexico's 
HUD  programs,  mostly  those  that  you're  familiar  with,  public  hous- 
ing, multiple-family  housing,  et  cetera.  With  the  new  HOME  and 
HOPE  programs  HUD  is  also  going  to  also  require  that  decisions 
be  made  in  Texas  instead  of  New  Mexico,  under  the  current  re- 
gional situation. 

The  Secretary  is  aware  of  this  request.  I  believe  the  delegation 
has  asked  on  a  number  of  occasions,  and  I  wish  that  you  would 
carry  it  back  today  and  just  ask  the  good  Secretary  whom  I  don't 
want  to  bother  today.  I'll  send  the  message  through  you.  I  am  ask- 
ing that  you  look  at  it.  We  would  sure  appreciate  an  up-grade  to 
class  A  happening  as  soon  as  possible  in  New  Mexico. 

Thank  you  very  much,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  Domenici. 

Senator  D'Amato. 

OPENING  STATEMENT  OF  SENATOR  ALFONSE  M.  D'AMATO 

Senator  D'Amato.  Well  thank  you,  Mr.  Chairman. 

Let  me  say,  Mr.  Chairman,  I  had  an  opportunity  to  meet  with 
Mr.  Duvernay  yesterday.  He  certainly  has  an  impressive  back- 
ground in  the  area  of  housing.  He  knows  that  the  tasks  that  lay 
ahead  are  very,  very  formidable  in  terms  of  management  and  basic 
HUD  policies. 

I  certainly  wish  him  the  best.  It  may  be  the  most  difficult  job  at 
the  Agency,  and  the  person  who  runs  it  on  a  day-in  and  day-out 
basis,  particularly  with  the  fact  that  there  are  so  many  numerous 
problems  that  currently  exist  at  HUD.  It's  going  to  t>e  tough  to 
handle  the  ongoing  day  to  day  operation  of  the  Department  while 
working  to  expend  the  backlogged  modernization  and  CDBG  funds 
in  a  timely  manner. 

Mr.  Duvernay,  I  am  pleased  to  see  your  qualifications  and  the 
terrific  support  that  you  bring  from  so  many  people  who  have 
worked  with  you  and  who  wish  you  good  luck.  We  hope  we  can  be 
cooperative.  I  certainly  hope  you  call  them  as  you  see  them.  You're 
working  in  a  tough,  tough  area,  and  you're  going  to  have  more  peo- 
ple after  you,  all  your  old  friends,  and  you're  going  to  have  lots  of 


new  friends  too.  I  would  suggest  you  forget  the  old  ones  and  the 
new  ones  because  you  can  only  get  in  lots  of  trouble. 

[Laughter.] 

Call  them  the  way  you  see  them  and  do  the  right  thing,  and  your 
record  will  continue  to  reflect  as  it  has  in  the  past;  an  exemplary 
manner  in  terms  of  public  service. 

The  Chairman.  Thank  you,  Senator  D'Amato. 

I  might  say  to  you  and  to  Senator  Domenici  that  just  prior  to 
your  coming  Senator  Coverdell  came  and  appeared  this  morning 
and  spoke  very  strongly  in  behalf  of  Mr.  Duvernay.  Sam  Nunn  also 
sent  the  committee  a  very  supportive  letter,  ana  from  my  experi- 
ence directly  with  him  in  the  State  of  Michigan  I  can  tell  you  I'm 
convinced  this  is  a  four-star  selection.  I  don't  know  that  there  is 
a  person  in  the  country  better  equipped  at  this  point  to  do  this  job 
than  Mr.  Duvernay.  So  I'm  pleased  that  he  has  been  asked  to  take 
it  on. 

We  have  I  know  a  number  of  people  I  happen  to  see  in  the  hall- 
way that  have  come  in  from  Michigan  who  worked  with  you  there 
just  to  be  here  in  support  of  you  today.  Could  I  have  them  raise 
their  hands. 

[Show  of  hands.] 

You've  got  a  group  here.  Do  you  have  some  from  Georgia?  Are 
there  some  Georgia  people  here,  too? 

You  had  the  two  that  counted  with  Senator  Coverdell  and  Sam 
Nunn. 

[Laughter.] 

I'm  going  to  administer  the  oath  to  you  now.  If  you  would  stand 
and  raise  your  right  hand. 

[Mr.  Duvernay  stands  and  raises  his  right  hand.] 

Whereupon,  Terrence  R.  Duvernay,  St.,  was  administered  the 
oath  by  Chairman  Riegle  as  follows: 

The  Chairman.  Do  you  swear  and  affirm  that  the  testimony  you 
are  about  to  give  is  the  truth,  the  whole  truth  and  nothing  but  the 
truth  so  help  you  God? 

Mr.  Duvernay.  I  do. 

The  Chairman.  Do  you  agree  to  appear  and  testify  before  any 
duly  constituted  committees  of  the  Senate? 

Mr.  Duvernay.  I  do. 

The  Chairman.  Very  good.  Let  me  now  invite  you  to  introduce 
anybody  that  you  may  have  with  you  and  then  go  ahead  and  make 
your  opening  statement.  We  would  like  to  hear  from  you  now. 

STATEMENT  OF  TERRENCE  R.  DUVERNAY,  SR.,  DEPUTY 
SECRETARY  DESIGNATE  FOR  HUD 

Mr.  Duvernay.  Thank  you  very  much,  Senator  Riegle. 

There  are  in  the  audience  many  of  my  wonderful  friends,  those 
who  have  come  from  Michigan  who  I  thank,  and  those  who  I  know 
from  Washington  who  I  have  worked  with  over  the  years.  Without 
attempting  to  do  so  by  name,  I  thank  them  all. 

I  also  thank  you,  Senator  Riegle,  for  your  comments,  and  I  thank 
you  for  your  support  over  the  years  in  working  together  for  the  peo- 
ple of  the  State  of  Michigan.  I  think  we've  tried  to  provide  afford- 
able housing.  It  has  been  a  hard  task,  but  one  that  with  your  sup- 
port we  have  some  success. 


Senator  D'Amato,  thank  you  very  much  for  your  comments.  I  will 
call  them,  sir,  as  I  see  them  and  try  to  bring  to  the  Department 
of  HUD  the  spirit  of  public  service  that  I  have  in  the  past. 

Senator  Domenici,  thank  you  very  much  for  your  kind  words,  sir, 
and  I  will  take  back  to  the  Secretary  your  message  and  make  sure 
that  I  work  with  him  on  the  question  that  you've  raised. 

Chairman  Riegle,  Senator  D'Amato  and  Senator  Domenici,  thank 
you  very  much  for  allowing  me  the  opportunity  to  appear  before 
you  today. 

I  want  also  to  thank  Senator  Coverdell  who  so  graciously  ap- 
peared before  you  to  support  my  nomination.  The  Senator  was 
elected  recently  from  Georgia,  and  we  come  back  to  Washington 
about  the  same  time.  I  look  forward  to  working  with  him  and  to 
also  talking  with  him  as  we  both  go  back  and  forth  to  Georgia. 

I  also  thank  Senator  Nunn  for  his  kind  words  and  will  so  express 
them  to  him. 

I  pledge  to  you,  Senators,  my  total  commitment  to  cooperation, 
responsiveness  and  information  sharing  as  we  carry  out  our  respec- 
tive roles  in  finding  ways  to  fulfill  the  American  dream  for  people 
in  need  of  affordable  housing  and  decent  communities  in  which  to 
live.  I  further  pledge  to  work  with  this  Congress  to  craft  policies 
and  jointly  address  problems. 

I  need  to  pause  to  say  thanks  to  my  wife  Alma,  my  daughter 
Danielle  and  my  son  Terrence  who,  while  not  here  with  me,  con- 
stantly inspire  me  with  their  love  and  support,  to  my  sister  Bev- 
erly, who  as  my  guiding  hand  provides  me  with  wisdom  and  love, 
and  my  parents  Edna  and  Andrew,  while  gone  from  this  earth,  are 
always  with  me.  They  started  me  on  the  road  to  today.  It  was  their 
love  and  their  nurturing  ability  to  raise  me  in  a  New  Orleans  ghet- 
to, guide  me  in  my  rise  out  of  that  ghetto  and  to  teach  me  and  to 
implore  me  to  never,  ever  forget  from  whence  I  came. 

I  come  before  you  today  as  a  result  of  their  teachings  and  as  a 
result  of  a  combination  of  life  experiences,  education  and  a  profes- 
sional life  which  has  been  dedicated  to  public  service.  That  dedica- 
tion has  allowed  me  service  at  the  nonprofit  community  based 
level,  the  local,  State  and  Federal  level. 

In  my  Federal  service  I  have  worked  at  the  local,  regional  and 
national  levels.  Growing  up  in  New  Orleans  in  an  inner-city  neigh- 
borhood and  witnessing  firsthand  what  poverty,  decay  and  lack  of 
decent  affordable  housing  can  do  to  human  will,  I  committed  then 
to  learn  what  I  could  educationally  and  to  go  back  and  do  some- 
thing about  the  problem. 

In  college,  undergraduate  and  graduate,  I  studied  sociology  so 
that  I  could  understand  how  groups  of  people  affected  and  were  af- 
fected by  society.  My  desire  to  work  with  young  students  in  the 
Neighborhood  Youth  Corps  Program  to  help  them  acquire  job  skills 
and  enough  money  to  stay  in  school  taught  me  that  there  is  reason 
to  hope  and  that  we  can  help  kids  become  productive  adults. 

My  first  job  with  the  city  of  New  Orleans  was  with  the  Model 
Cities  Program.  That  experience  which  allowed  me  to  work  in  the 
very  neighborhood  that  first  inspired  me  toward  my  career  of  serv- 
ice taught  me  that  planning,  particularly  bottoms  up  planning,  fol- 
lowed by  effective  implementation  could  make  a  difference  in  the 


quality  of  life  of  neighborhoods  such  as  the  neighborhood  of  my 
birth. 

As  Assistant  Chief  Administrative  Officer  and  Chief  Administra- 
tive Officer  of  the  city  of  New  Orleans  I  learned  that  you  must  face 
hard  decisions  of  budgeting  and  resource  allocation  and  personnel 
management  in  an  environment  of  declining  resources  and  still 
make  things  work.  You  must  deliver  police  and  fire  services,  pick 
up  the  garbage,  provide  health  related  services,  social  services,  and 
do  so  in  a  fair  way. 

In  my  first  service  at  HUD  I  learned  the  Department  in  the  field 
at  the  area  and  regional  levels  and  the  central  office  and  I  arrived 
at  a  perspective  of  HUD  that  arguably  few  others  share.  I  learned 
from  that  experience  the  inter-relatedness  of  things  and  the  need 
to  ensure  coordination  at  all  levels  to  be  effective  in  what  the  De- 
partment does. 

My  work  for  the  Michigan  State  Housing  Development  Authority 
and  the  Georgia  Housing  and  Finance  Authority  taught  me  that 
there  are  ways  to  contribute  to  housing  solutions  in  new  creative 
ways  with  new  partners  and  innovative  approaches  to  problems 
and  do  so  in  entrepreneurial  ways. 

It  further  allowed  me  to  work  with  nonprofit  and  community 
based  organizations  and  learn  how  key  they  are  to  the  solutions 
needed  to  better  house  our  people.  In  each  of  the  circumstances  I 
reiterated  my  commitment  to  serve  those  in  need  and  by  doing  so 
to  make  the  whole  of  which  they  are  a  part  better. 

I  have  had  the  pleasure  of  working  for  a  Mayor,  Moon  Landrieu, 
two  HUD  Secretaries,  Patricia  Roberts  Harris  and  Moon  Landrieu 
and  two  Governors,  James  Blanchard  of  Michigan  and  Zell  Miller 
of  Georgia.  I  have  learned  from  all  of  them  and  owe  a  debt  of  grati- 
tude for  their  confidence  and  support. 

I  want  to  thank  President  Clinton  for  his  decision  to  nominate 
me  for  this  appointment.  The  administration  he  is  fashioning  once 
again  makes  the  possibility  of  working  for  the  Federal  Government 
inspiring.  I  feel  a  sense  of  calling  to  be  a  part  of  something  that 
will  make  a  difference  in  the  life  of  people  and  the  health  and  well 
being  of  this  country. 

I  want  to  thank  Secretary  Cisneros  for  his  faith  in  me.  Having 
come  to  know  the  Secretary  and  watched  him  at  work  and  wit- 
nessed his  energy,  his  creativity,  his  ability  to  inspire  people  to  be- 
lieve that  HUD  can  work,  that  HUD  can  make  a  difference,  be  a 
powerful  force  in  the  building  of  houses  and  the  rebuilding  of  com- 
munities has  rekindled  the  belief  of  many,  including  me,  that  this 
is  the  place  to  be  at  this  time. 

I  look  forward  to  working  with  Henry  following  his  lead  and 
working  shoulder  to  shoulder  with  him.  To  quote  Secretary 
Cisneros  in  his  opening  statement  to  you: 

The  Department  should  expand  participation  to  other  stakeholders,  listen  to  their 
voices  and  encourage  everyone,  Federal,  State  and  local  participants  to  focus  their 
energies  on  results. 

We  must,  as  he  said  in  his  confirmation  hearings,  replace  a 
"gotcha"  mentality  driven  by  regulations  with  a  problem-solving 
spirit.  We  must  reestablish  HUD  as  an  enabler,  partner  and  agent 
of  change. 
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If  I  might  digress  for  a  moment  from  the  Secretary's  comments 
and  say  that  embodied  in  those  comments  is  an  understanding 
gained  after  review  of  studies  particularly  by  the  GAO  and  IG  that 
HUD  has  enormous  management  problems.  These  must  be  ad- 
dressed and  resolved  if  HUD  is  to  be  established  in  the  manner  de- 
scribed by  the  Secretary. 

We  will  not  be  able  to  make  a  difference  in  housing  and  commu- 
nity development  if  we  cannot  repair  the  financial  and  information 
systems  integral  to  delivering  the  services  we  must  and  be  assured 
that  the  scarce  resources  are  used  efficiently,  effectively  and  with 
full  accountability. 

The  Secretary  closed  his  comments  by  saying  that  those  are  the 
principal  challenges  of  the  Department  as  I  see  them  and  they  de- 
fine our  task  and  our  mission  in  the  years  ahead. 

Senators  that  is  the  HUD  I  would  like  to  sign  on  with.  These  are 
the  principles  I  share  and  this  is  a  Secretary  with  whom  I  would 
love  to  work.  If  you  vote  to  confirm  me  after  these  hearings,  I  will 
gladly  take  my  place  in  facing  the  challenges  that  are  before  us. 

My  life  and  career  dedicated  as  it  has  been  to  public  service  has 
been  a  rewarding  one.  I  think  that  I  made  what  was  for  me  the 
right  choice,  and  with  your  support  I  can  find  yet  another  way  to 
fulfill  that  commitment  made  in  my  youth. 

Again,  thank  you  for  the  opportunity,  and  I  would  be  very 
pleased  to  answer  any  questions  you  might  have. 

Thank  you. 

The  Chairman.  Thank  you  very  much  for  a  very  fine  statement, 
and  I  want  to  comment  on  it  and  take  you  through  it  in  a  second. 

I  want  to  first  call  on  Senator  D'Amato  to  acknowledge  some  peo- 
ple here  in  the  room. 

Senator  D'Amato.  Well,  Mr.  Duvernay,  I  think  we  have  more 
people  from  my  home  town  of  Long  Island  here  than  you  do  from 
Michigan. 

[Laughter.] 

Let  me  see  now,  we  saw  the  hands  of  those  from  Michigan. 
Would  all  those  from  Long  Island  raise  their  hands. 

[Show  of  hands.] 

Look  at  that. 

[Laughter.] 

So  now  you've  got  a  special  responsibility  to  meet  the  needs  of 
all  our  people. 

[Laughter.] 

Otherwise  they're  going  to  say,  Senator,  we  were  there  for  Mr. 
Duvernay's  nomination  hearing  for  Deputy  Under  Secretary  of 
HUD,  which  for  their  benefit  is  a  very,  very  important  position.  It 
is  the  position  that  runs  the  Department  of  Housing  and  Urban 
Development  on  a  day-to-day  basis.  He's  the  guy  that  gets  all  the 
brick  and  mortor  together  and  very  little  of  the  credit,  you  know. 
Anything  good,  why  the  Secretary  lie  steps  forward.  And  if  things 
are  not  too  good,  well  let  me  call  Duvernay. 

[Laughter.] 

Those  Long  Islanders  are  students  at  Post  College  where  I  teach 
a  class  on  critical  issues.  They  all  love  me  because  I'm  a  easy  grad- 
er. 

[Laughter.] 


So  they're  here  to  spend  a  day  in  Washington  to  see  the  oper- 
ations as  they  are,  and  I'm  happy  to  welcome  the  class  and  faculty 
and  some  of  their  guests  to  be  nere. 

The  Chairman.  I'm  going  to,  if  I  may,  just  exercise  momentarily 
a  prerogative  of  the  Chair.  We  don't  normally  do  this,  but  we  prob- 
ably should,  and  this  is  a  totally  unrehearsed  digression. 

We  heard  from  Senator  Coverdell  who  was  kind  enough  to  come 
and  speak  in  your  behalf  and  I  think  it's  very  significant  that  he 
did. 

I  would  like  to  ask  the  woman  in  the  second  seat  back  on  the 
aisle  who  is  looking  at  me  right  now,  would  you  just  come  on  up 
and  just  take  a  seat  beside  Terry  for  a  minute.  Just  come  on  up 
for  a  minute.  You've  come  in  from  Baldwin  in  northern  Michigan 
today  to  be  here.  We  happened  to  see  each  other  in  the  hallway, 
and  I  know  you're  very  much  involved  in  housing  and  community 
development. 

Just  take  a  minute  or  two  and  tell  us  what  your  understanding 
is  of  Terry  Duvernay  and  why  you've  come  all  that  way  today  to 
be  here  and  what  we  need  to  know  about  him  in  terms  of  why  he 
is  suited  to  this  job. 

MARY  TRUCKS,  COMMUNITY  ACTION  AGENCY  DIRECTOR, 
NORTHWEST  SIDE  OF  THE  STATE  OF  MICHIGAN 

Ms.  Trucks.  Thank  you,  Senator.  It's  an  honor  for  me. 

I'm  Mary  Trucks.  I'm  a  Community  Action  Agency  Director  from 
the  northwest  side  of  the  State  of  Michigan.  I've  held  that  job  for 
23  years,  and  I've  met  a  lot  of  public  servants,  but  I've  never  met 
anyone  that  actually  personified  that  spirit  of  public  service  that 
Terry  Duvernay  has. 

You  know  Lake  County,  Michigan,  one  of  the  poorest  counties  in 
the  country.  I  invited  Terry  Duvernay  to  a  housing  conference.  I  in- 
vited a  lot  of  officials,  but  Terry  came  and  he  participated  in  each 
work  group  throughout  the  long  day.  He  went  back  to  Lansing  and 
rewrote  a  MSHDA  program  so  that  two  of  our  very  low-income 
communities  could  apply  and  qualified  to  apply  for  and  receive 
grants  to  do  rehab. 

Over  the  years  that  I've  worked  with  Terry  in  Michigan.  Terry 
made  it  possible  for  nonprofits  in  Michigan  to  get  the  capacity 
building  that  we  needed.  As  a  25-year-old  network  of  community 
based  organizations,  we  did  not  have  a  role  in  housing  until  Terry 
said  we're  going  to  give  you  the  training  that  you  need. 

As  a  result  of  that,  we  received  a  $1.3  million  HUD  grant  to 
build  low-income  housing  for  the  elderly.  We  will  break  ground  this 
spring.  I  give  all  the  credit  to  Terry  because  without  that  training 
I  couldn't  nave  walked  into  a  meeting  with  the  group  of  people  that 
had  been  coming  in  for  3  years.  My  first  time  in  we  were  able  to 
understand  what  was  being  asked  of  us,  put  together  a  package 
and  we  were  funded  the  first  time  out. 

The  Chairman.  That's  terrific,  and  I  appreciate,  Mary,  your  say- 
ing that,  and  when  you  talk  about  empowerment,  I  think  you've 
just  given  an  example  of  how  through  his  help  you  felt  empowered. 
You  were  able  to  do  some  things  that  otherwise  probably  wouldn't 
have  happened. 

Ms.  Trucks.  That's  correct. 
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The  Chairman.  Well  thank  you.  Let  me  let  you  go  back.  Thanks 
for  coming  up  and  saying  that. 

Senator  Sarbanes,  did  you  have  an  opening  comment? 

OPENING  STATEMENT  OF  SENATOR  PAUL  S.  SARBANES 

Senator  Sarbanes.  Just  a  very  brief  one,  Mr.  Chairman.  I  know 
you're  going  to  go  now  to  questions,  but  I  just  want  to  join  you  and 
Senator  D'Amato  in  welcoming  Terry  Duvernay  to  the  Banking 
Committee  today. 

I  expect  this  will  be  the  first  of  many  positive  and  productive 
meetings  that  we  will  have  with  him  over  the  coming  years.  He 
comes  to  us  with  excellent  credentials  for  the  Deputy  Secretary  po- 
sition and  a  breadth  of  experience  in  affordable  housing  issues.  As 
we've  just  heard,  he  has  established  a  record  each  place  he  has 
been  of  excelling  and  performing  well. 

I  recall  his  contribution  as  a  member  of  the  Rouse-Maxwell  Na- 
tional Housing  Task  Force  which  Senator  Cranston  and  Senator 
D'Amato  established  when  we  were  trying  to  formulate  a  workable 
affordable  housing  strategy  for  the  country.  That  now  is  actually 
the  framework  of  the  law.  We  passed  it  and  then  we  revised  it  in 
the  last  Congress,  and  we  think  we've  provided  the  Department 
with  a  legislative  framework  within  which  they  can  work. 

I  recall  his  testimony  before  the  Housing  Subcommittee  on  behalf 
of  the  HOME  Program  which  is  an  essential  element  of  the  afford- 
able housing  strategy,  and  we  look  forward  to  having  him  at  the 
Department  implementing  these  programs. 

So  I'm  pleased  to  join  with  my  colleagues  in  welcoming  him  to 
the  committee.  I  apologize  that  I  wasn't  here  to  hear  his  opening 
statement,  which  I've  had  the  opportunity  to  read,  and  I  was  par- 
ticularly struck  by  the  first  page  of  it. 

This  is  a  man  who,  as  he  said,  it  was  his  family,  his  parents  who 
taught  him  and  implored  him  to  never,  ever  forget  from  whence  he 
came.  He  has  not  done  that  up  to  this  point.  He  has  always  remem- 
bered, and  I  have  confidence  that  he  will  continue  to  remember. 
That's  a  very  important  qualification  for  the  role  you  will  be  play- 
ing. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you,  Senator  Sarbanes. 

Senator  Domenici,  you  wanted  to  comment. 

Senator  Domenici.  Mr.  Chairman,  I  was  just  going  to  say  to  Mr. 
Duvernay  as  soon  as  the  Long  Islanders  leave  so  there  is  room  I'll 
bring  in  some  New  Mexicans.  They're  waiting. 

[Laughter.] 

Thank  you,  Mr.  Chairman. 

Senator  Sarbanes.  That's  known  as  a  gentle  hint  I  think. 

[Laughter.] 

Mr.  Duvernay.  In  fact,  Senator,  I  met  with  a  New  Mexico  friend 
of  my  last  night  and  in  my  office  yesterday,  the  guy  who  was  my 
counterpart  in  the  State  Housing  and  Finance  Authority,  Jim 
Stretz. 

The  Chairman.  Let  me  just  make  one  other  observation,  and 
that  is  having  had  myself  the  chance  to  serve  in  the  Congress  now 
27  years  in  both  parties,  serving  for  a  while  as  a  Republican  and 
for  the  last  several  years  as  a  Democrat,  I  appreciate  the  point  you 
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made  about  the  bipartisan  approach  and  working  with  everybody. 
I  think  your  comment  to  Senator  D'Amato  and  your  comment  to 
Senator  Domenici  is  most  appropriate. 

There  are  always  going  to  be  partisan  differences,  but  on  this 
committee  we  try  to  keep  those  to  a  minimum  and  work  together, 
and  we  do  work  together.  Senator  D'Amato  and  I  have  an  excellent 
working  relationship  as  Senator  Garn  and  I  did  before  that. 

I  think  it's  very  important  in  this  agency  that  there  be  that  kind 
of  openness  and  directness  so  that  the  members  of  this  committee 
on  both  sides  of  the  aisle  feel  that  they  can  work  through  you  di- 
rectly and  promptly  on  things  that  come  up. 

I  also  think,  too,  in  just  the  nature  of  the  way  our  political  sys- 
tem works  that  over  time  we  have  these  changes  in  administration. 
We've  had  one  administration  now  that  has  left  power  that  was 
around  for  a  12-year  period  of  time,  and  whether  it's  shifting  from 
one  party  or  the  other  party,  these  periods  are  opportunities  for  re- 
newal and  for  new  people  to  come  forward. 

You  epitomize  that  in  a  very  important  way.  When  we  change 
administrations  and  new  people  are  called  upon  and  given  opportu- 
nities to  come  forward  and  serve,  that  has  now  happened  in  this 
instance  for  you,  and  I  think  you're  a  very  important  expression  of 
the  Clinton  administration,  who  it  is,  how  it  thinks,  how  it  feels, 
what  it  brings  in  the  way  of  commitment  and  experience. 

I'm  struck  by  that  as  we  meet  here  today  in  the  sense  that  we 
have  an  opportunity  to  think  afresh  and  think  anew  in  the  Depart- 
ment of  Housing  and  Urban  Development,  and  I  think  you  bring, 
as  I've  said  before,  uniquely  great  talent  and  experience  to  tackle 
this  particular  assignment  that  you've  been  asked  to  take  on. 

In  that  context  there  have  been  recent  articles  in  the  Washington 
Post  and  the  New  York  Times  that  have  suggested  that  the  transi- 
tion report  found  that  HUD  remained  plagued  by,  and  I  quote, 
"critical  management  failures  and  systemic  weaknesses  that,"  ac- 
cording to  the  Washington  Post,  put  more  than,  and  I  quote  again, 
"$1  trillion  in  programs  at  risk  and  exposes  the  Department  to 
fraud  and  abuse." 

I  would  like  to  start  out  by  getting  your  assessment  of  those  find- 
ings, have  you  talk  a  bit  about  what  actions  you  and  the  Depart- 
ment intend  to  take  and  are  taking  with  respect  to  these  manage- 
ment deficiencies  and  do  you  think  you  have  the  resources  that  are 
adequate  to  meet  the  challenge  in  terms  of  dealing  with  mis- 
management difficulties. 

Mr.  Duvernay.  Thank  you,  Senator.  Indeed,  I  was  struck,  as  was 
the  Secretary,  when  we  reviewed  reports  by  the  Inspector  General, 
the  transition  report,  reports  by  the  GAO  and  others  of  reported 
management  weaknesses  at  the  Department. 

When  the  Secretary  first  got  to  the  Department  he  asked  the  In- 
spector General  to  do  a  thorough  methodical  review  of  reports  that 
had  studied  the  Department  and  to  come  up  with  a  list  of  the  10 
material  weaknesses  that  had  to  be  addressed.  The  IG  then  com- 
bined in  that  presentation  the  first  three,  which  were  systemic 
management  problems,  resource  management  problems,  data  sys- 
tem inadequacies  and  an  internal  control  environment  that  needed 
improvement. 
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The  Secretary  has  given  me  the  responsibility  to  lead  the  effort 
to  resolve  these  problems.  I  come  to  that  effort  understanding  that 
it's  enormous  job,  but  one  that  has  to  be  done  if  we  can  continue 
to  serve  the  housing  needs  of  people  in  this  country.  After  review- 
ing that  report,  we've  called  together  the  primary  Department  lead- 
ers and  we've  brought  them  into  a  process  that  will  gain  improve- 
ment. 

We  have  moved  to  implement  fully  the  Chief  Financial  Officer 
Act  recommendations  at  the  Department,  and  we  will  do  that.  We 
have  asked  OMB  in  the  budget  of  1994  for  $100  million  to  move 
forward  systems  integration,  a  plan  that  reportedly  will  take  7 
years,  which  we  have  to  do  faster  if  we  are  to  make  the  Depart- 
ment work. 

We've  looked  at  problems  around  the  preservation  stock  that  is 
out  there  and  the  disposition  of  the  stock  that  we  have  and  we've 
looked  to  get  funding  to  make  sure  those  problems  can  be  ade- 
quately addressed.  In  the  area  of  public  housing,  understanding 
that  we  have  troubled  Public  Housing  Authorities,  we've  got  to  find 
a  new  way  to  address  that  problem. 

In  coming  into  office  we  had  an  independent  assessment  team  go 
into  one  area  that  was  particularly  troublesome  that  you're  aware 
of,  Senator,  that's  in  our  home  State  of  Michigan,  but  to  address 
the  problem  in  a  way  that  finds  solutions  that  are  workable.  What 
we  want  to  do  with  that  type  of  an  assessment  is  to  move  and  rep- 
licate that  type  of  effort  from  troubled  Housing  Authority  to  trou- 
bled Housing  Authority  to  make  improvement. 

My  principal  responsibility  will  be  to  make  advances  in  that  area 
for  the  Secretary.  I  will  work  with  him  very  closely.  He  will  work 
very  closely  in  making  sure  that  management  improvements  do 
come  to  the  Department. 

The  Chairman.  I'm  going  to  suggest,  and  I'm  open  on  the  timing, 
but  in  roughly  90  days  or  120  days,  something  on  that  order  I'm 
going  to  ask  you  to  come  on  back  to  tell  us  where  we  are  with  re- 
spect to  dealing  with  what  is  obviously  a  very  serious  long-term 
build  up  of  problems  here  so  that  we  can  be  clear  as  to  what  is 
being  done  and  how  quickly  things  are  responding  to  the  new  sig- 
nals. 

If  you  need  additional  resources  in  some  fashion  or  some  other 
assistance  of  this  Committee  to  really  get  things  working  as  they 
should  be,  we're  going  to  want  to  know  that.  So  I  will  work  with 
you  to  set  a  time  so  that  we  can  meet  again  after  there  has  been 
a  period  to  really  take  hold  of  the  reigns  and  work  the  process. 

I've  got  other  questions  I  want  to  raise.  Senator  Moseley-Braun 
is  here,  and  let  me  invite  you  to  make  any  comments  you  would 
like  to  make  at  this  point. 

OPENING  COMMENTS  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Senator  Moseley-Braun.  Thank  you  very  much,  Mr.  Chairman. 

I  actually  have  remarks  which  I  would  like  to  file  for  the  record 
welcoming  the  nominees  to  this  committee,  and  I  look  forward  to 
working  with  them  in  this  area. 

The  Chairman.  Without  objection,  so  ordered. 

Senator  Moseley-Braun.  Mr.  Duvernay,  particularly  you  have  a 
very  fine  reputation  coming  out  of  the  Georgia  Housing  Finance 
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Authority  as  an  innovator  in  providing  access  to  low-  and  mod- 
erate-income housing  finance,  and  that's  an  area  that  concerns  this 
committee  greatly. 

I  just  yesterday  met  with  some  bankers  from  Illinois  who  have 
taken  some  steps  themselves  to  provide  and  open  up  and  expand 
opportunities  for  moderate-income  housing  financing  for  rehabilita- 
tion as  well  as  construction. 

I  guess  I  would  like  for  you  to  comment  a  little  on  how  do  you 
think  that  we  can  expand  opportunities  for  those  kinds  of  initia- 
tives, that  are  on  the  margin,  if  you  will,  for  initiatives  in  urban 
areas  that  will  encourage  lending  institutions  in  the  private  sector 
to  be  more  active  in  behalf  of  providing  financing  for  low-  and  mod- 
erate-income housing  rehab. 

Mr.  Duvernay.  Thank  you  very  much,  Senator.  I  think  that  in 
the  main  we  have  to  do  what  you've  asked.  We  have  to  find  ways 
to  do  that,  and  I  think  we  can.  I  think  there  are  examples  of  inno- 
vations that  over  the  course  of  the  last  12  to  15  years  where  State 
and  local  government  agencies,  nonprofit  agencies  and  non-tradi- 
tional lending  institutions  have  had  to  find  ways  to  bring  capital 
to  areas  of  the  kind  that  you  mentioned,  and  I  think  we  have  to 
find  new  ways  to  do  so  and  we  know  that  there  are  discussions  on 
how  to  do  that,  and  I'm  sure  we'll  get  more  into  that  today. 

One  of  the  ways  I  think  we  can  do  that  is  through  our  new  role 
at  HUD  in  our  relationship  with  the  GSE's,  Government  sponsored 
enterprises  working  with  Fannie  Mae  and  Freddie  Mac  to  plan  in- 
centives and  to  get  them  to  invest  more  in  communities  of  the  type 
that  you  speak  of.  We  have  a  goal  setting  responsibility  to  make 
sure  that  30  percent  of  what  they  do  goes  to  inner  cities  and  30 
percent  to  low  income. 

We  want  to  work  with  the  Federal  Housing  Finance  Board  struc- 
ture to  find  a  way  to  bring  capital,  and  we  want  to  work  with  com- 
munity development  bank  concepts  and  Enterprise  Zones  concepts 
to  do  that.  We  want  to  find  a  way  to  continue  the  efforts  that  we've 
made  again  with  Housing  Finance  Authorities  and  nonprofits  to  do 
that.  The  short  answer  is  there  are  ways  to  do  it,  and  we  think 
that  HUD  has  to  be  a  leader  in  finding  ways  to  help  communities. 

Senator  Moseley-Braun.  Do  you  think  legislation  is  needed  with 
regard  to  the  involvements  of  Fannie  Mae  and  Freddie  Mac,  or  do 
you  think  that  just  an  internal  change  of  underwriting  standards 
and  internal  changes  initiated  by  HUD  would  do  the  job? 

Mr.  Duvernay.  I  think  the  1992  legislation  which  passed  needs 
to  be  put  in  place  now,  and  I  would  not  look  to  new  legislation  at 
this  time.  We  are  working  with  Fannie  and  Freddie  now  toward  an 
agreement  on  the  goals  that  they  have  to  meet,  and  I  think  that 
we  want  to  have  an  opportunity  to  do  that  before  we  would  revisit 
the  question  of  legislation. 

Senator  Moseley-Braun.  One  last  question  on  CRA.  As  you 
know,  CRA  only  applies  to  banks  and  S&L's,  and  yet  that's  only 
half  of  the  market.  There  are  other  institutions  that  are  less  regu- 
lated. Do  you  think  we  should  expand  CRA  to  bring  in  these  other 
lenders? 

Mr.  Duvernay.  I  would  want  to  reserve  comment  on  the  specifics 
of  that,  but  let  me  assure  you  that  I  think  we  have  to  find  a  way 
in  CRA  to  make  sure  that  what  we're  measuring  are  outcomes 
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rather  than  process.  So  I  think  there  are  improvements  to  be  made 
in  the  manner  of  scoring.  I  think  we  at  the  Department,  even 
though  it's  not  our  prime  responsibility,  have  to  find  a  way  to  en- 
gage that  question. 

The  Secretary  has  moved  to  make  the  Office  of  Fair  Housing  and 
Equal  Opportunity  more  proactive  and  more  aggressive,  and  we've 
got  to  find  a  way  in  working  with  OCC  and  others  to  find  a  way 
to  enter  that  kind  of  discussion.  So  I  think  while  I  would  like  to 
study  the  question  of  expansion  at  the  moment,  what  we  do  know 
is  we  would  like  to  see  a  different  approach,  one  that  looks  at  out- 
comes rather  than  process. 

Senator  Mose ley-Bra un.  Oh,  there  is  no  question  about  that.  I 
think,  Mr.  Duvernay,  we  all  want  to  see  the  regulatory  burden  re- 
lieved. I  mean  I  think  there  is  consensus.  If  there  is  one  thing  that 
I've  heard  consensus  on  in  this  committee  it's  that  the  regulatory 
burden  needs  to  be  relieved  and  that  we  ought  to  focus  on  out- 
comes, or  have  some  way  of  focusing  on  outcomes  and  assuring  out- 
comes as  opposed  to  just  paper  shuffling  and  how  many  forms  you 
can  fill  out. 

My  question  though  has  to  do  not  just  with  CRA,  but  expanding 
CRA  to  apply  to  financial  institutions  that  right  now  have  a  com- 
petitive advantage  really  with  regard  to  the  banks  specifically  be- 
cause they  are  not  covered,  because  they  have  no  obligation  to  in- 
vest in  communities  and  they  have  no  responsibility  in  that  area. 
So  the  banks  that  are  trying  to  do  the  right  thing  find  themselves 
at  a  disadvantage  competitively  with  regard  to  these  other  finan- 
cial institutions  to  which  the  regulations  do  not  apply. 

So  my  question  is  do  you  think  it  makes  sense  to  have  more 
blanket  coverage  in  terms  of  the  concept  and  the  obligations  and 
the  responsibilities  of  CRA?  We're  not  talking  regulatory  burden. 
Do  you  see  expansion  of  the  coverage  in  that  regard? 

Mr.  Duvernay.  I  think  we  have  to  make  sure  that  expansion 
might  be  a  possibility.  What  I  would  like  to  do,  however,  is  study 
it  before  I  made  a  commitment. 

Senator  Moseley-Braun.  That's  fair. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much. 

Senator  D'Amato. 

Senator  D'Amato.  Mr.  Chairman,  I  have  no  questions.  I  just  wish 
Mr.  Duvernay  the  best  of  luck. 

Mr.  Duvernay.  Thank  you,  sir. 

Senator  Moseley-Braun.  Mr.  Chairman,  that  was  the  part  I  left 
out  of  my  remarks.  I  wish  you  all  the  luck  also.  You've  going  to 
need  it  actually,  but  good  luck  to  you. 

Mr.  Duvernay.  Thank  you.  I  know  that. 

Senator  Moseley-Braun.  And  we  hope  to  be  helpful. 

The  Chairman.  Let  me  just  raise  one  other  question  with  you, 
and  there  may  be  questions  for  the  record  from  other  Members. 
Speaking  as  Chairman  I  believe  that  Federal  housing  and  commu- 
nity development  programs  can  play  a  significant  role  and  do  play 
a  significant  role  in  targeted  economic  stimulus,  and  that's  in  the 
package  that's  before  the  Congress  now. 

In  fact,  Senator  Sarbanes  and  I  wrote  to  then  President-Elect 
Clinton  to  urge  that  Federal  housing  and  community  development 
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programs  be  included  as  part  of  any  economic  stimulus  package, 
and  we  were  both  pleased  that  President  Clinton  decided  to  in- 
crease appropriations  for  the  community  development  block  grant 
area  in  the  stimulus  package,  and  we  were  both  pleased  that  Presi- 
dent Clinton  decided  to  increase  appropriations  for  the  community 
development  block  grant  area  in  the  stimulus  package. 

Now  recently  in  the  press  there  have  been  some  critiques  on  the 
stimulus  package  in  general  and  the  block  grant  program  in  par- 
ticular asserting  in  some  of  those  commentaries  that  the  program 
just  provides  funding  for  political  pork  barrel  type  projects.  I  don't 
think  that  is  a  fair  criticism,  but  I  would  like  your  comment  on  the 
record  as  to  the  role  you  see  community  development  block  grant 
funding  playing  at  this  time  both  in  economic  stimulus  and  in 
terms  of  improving  the  quality  of  circumstances  out  there  where 
people  live. 

Mr.  Duvernay.  Thank  you,  Senator.  I'm  a  believer  in  the  com- 
munity development  block  grant  program,  and  I  come  to  that  point 
because  of  the  background  that  I've  gone  over  and  that  you've  so 
kindly  identified.  I  have  in  my  time  as  a  public  official  seen  the 
good  that  community  development  does.  I  have  gone  into  commu- 
nity after  community  and  seen  evidence  of  good  programs,  good 
projects  and  good  effort  on  the  part  of  community  development. 

I  only  have  to  go  to  my  experience  in  Michigan  and  know  that 
a  community  development  block  grant  was  used  to  work  with  non- 
profit groups  like  FLINTNIP  in  your  home  town  and  with  ICCF  in 
Grand  Rapids  that  utilized  a  combination  of  community  develop- 
ment dollars  with  other  dollars  they  were  able  to  work  with,  in- 
cluding some  dollars  from  my  former  agency,  MSHDA,  and  made 
a  wonderful  difference  in  turning  around  an  inner-city  neighbor- 
hood in  reconstructing  housing.  So  I'm  a  believer  in  it. 

I've  heard  the  anecdotes,  but  I  would  warm  against  throwing  the 
baby  out  with  the  bath  wash.  It's  a  good  program.  I  do  think  that 
it's  also  good  because  of  the  local  flexibility  in  identifying  activities. 
Local  governments  do  that  so  long  as  they  meet  existing  eligibility 
requirements. 

We  have  met  with  our  field  offices  and  we've  instructed  them,  in 
addition  to  the  work  of  the  local  governments,  to  closely  monitor 
grantee  activities  because  we  want  to  ensure  that  these  efforts  are 
in  full  compliance  because  we  don't  want  the  anecdotes  that  will 
be  raised  to  destroy  a  program  that  has  done  a  wonderful  amount 
of  good. 

The  Chairman.  I  want  to  touch  on  a  couple  of  other  things  be- 
cause I  want  to  have  our  hearing  record  complete  as  we  start  out 
here  in  this  area. 

I  appreciated  your  comments  earlier  on  mortgage  discrimination 
and  opening  up  housing  opportunities  working  through  other  parts 
of  the  government.  I  feel  very  strongly  based  on  the  work  that 
we've  done  and  hearings  we've  heard  nere  that  mortgage  discrimi- 
nation and  lending  discrimination  is  a  big  part  of  our  problem  in 
this  country.  It  has  helped  the  accumulation  of  difficulties  I  think 
in  our  society  and  certainly  in  some  of  our  big  inner-city  areas,  but 
I  think  out  beyond  that  as  well. 

I  want  to  make  sure  that  you  understand  that  the  committee  and 
I  expect  that  HUD  is  going  to  do  everything  it  can  working  through 


16 

its  own  direct  outlet's,  but  working  through  other  parties  to  take 
and  confront  this  issue  of  mortgage  discrimination  and  lending  dis- 
crimination generally. 

I  mean  we  can't  have  much  of  an  effective  housing  program  if 
people  out  there  who  have  valid  credit  histories  and  are  seeking 
credit  to  either  buy  a  house  or  to  improve  a  house  in  a  neighbor- 
hood that  is  maybe  struggling  to  sustain  itself  if  they  are  turned 
away  because  of  mortgage  discrimination  as  we  know  from  the  Bos- 
ton Fed  Study  and  other  studies  is  happening,  and  then  there  is 
no  way  in  the  world  the  country  is  going  to  be  able  to  make  the 
kind  of  progress  in  this  area  it  needs  to  make.  So  I  just  want  to 
underscore  the  importance  of  moving  aggressively  in  that  area. 

I  also  would  be  interested  in  having  you  respond  to  me  for  the 
record  on  the  issue  of  where  you  see  things  going  with  the  commu- 
nity development  bank  concept.  Now  you've  touched  on  it  today, 
and  we've  had  hearings  already  here  on  that,  as  you  know,  and 
we've  looked  at  the  South  Shore  Bank  and  other  examples. 

I  would  like  to  know  who  is  going  to  be  responsible  in  the  admin- 
istration for  really  quarterbacking  the  community  development 
bank  program  and  if  that  decision  has  been  made,  and  if  it  hasn't, 
I  would  like  you  to  see  if  you  can't  see  that  it  is  made  and  one  way 
or  the  other  let  us  know  the  status  of  that  so  we'll  know  exactly 
how  it  is  likely  to  proceed. 

All  the  work  of  this  committee  has  convinced  me  that  our  coun- 
try desperately  needs  a  centralized  and  coherent  strategy  to  ad- 
dress the  challenges  facing  our  inner-cities.  This  is  a  problem 
across  the  country  and  communities  are  trying  as  best  they  can  to 
cope  with  it.  Clearly  it's  a  national  problem  and  there  has  to  be  an 
element  of  national  strategy  to  deal  with  it,  and  part  of  it  of  course 
relates  to  our  Federal  housing  programs,  what  HUD  does,  commu- 
nity development  banks,  enhanced  enterprise  zones  and  a  host  of 
other  things. 

But  at  present  programs  to  help  urban  areas  are  under  the  juris- 
diction of  at  least  10  different  agencies  and  departments.  So  it's 
spread  all  over  the  lot,  and  there  really  is  no  effective  mechanism 
that  I  can  see  that  pulls  this  together.  It's  always  hard  to  coordi- 
nate things  when  you've  got  different  people  moving  in  different  di- 
rections. 

I  have  actually  suggested  in  writing  to  the  President  that  the 
Secretary  of  Housing  and  Urban  Development  really  be  put  in 
charge  of  coordinating  the  urban  initiatives  within  the  Government 
so  that  there  is  a  point  of  focus  and  there  is  a  point  of  responsibil- 
ity. 

Without  commenting  directly  on  that,  I  would  ask  you  just  fi- 
nally your  view  on  the  advisability  of  something  like  an  Urban  Af- 
fairs Council  in  the  White  House  that  can  formulate  a  more  focused 
and  aggressive  coordinated  urban  policy  strategy  for  the  country. 

Mr.  Duvernay.  Senator,  on  the  issue  of  mortgage  discrimination 
the  Secretary  at  HUD  takes  very  seriously  the  role  of  our  own  Of- 
fice of  Fair  Housing  and  Equal  Opportunity.  He  wants  it  to  become 
more  proactive  and  more  assertive,  and  already  we  have  allocated 
$1  million  for  testing.  We  are  working  with  OCC,  as  I  mentioned 
earlier,  to  see  how  we  can  link  fair  housing  and  CRA. 
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There  is  going  to  be  a  conference  on  HMDA  that  we  will  host  in 
May.  We're  looking  at  our  own  FHA  to  see  how  we  can  improve  its 
role  in  ensuring  fair  mortgage  lending,  and  we  are  also  looking  at 
how  we  can  use  section  8  enforcement  effectively,  but  to  effectively 
and  legally  broaden  it  from  the  traditional  application  of 
preapplication  enforcement.  So  I  think  in  the  role  of  mortgage  lend- 
ing you'll  find  us  to  be  very  proactive. 

On  the  question  of  community  development  banks,  I  think  we 
have  to  be  concerned  with  who  does  community  development 
banks,  Senator,  and  currently  we  also  have  to  be  concerned  with 
what  it  is  that  we  do  and  what  it  is  that  we  run.  We  at  HUD  stand 
ready  to  do  our  part. 

Presently  there  is  an  effort  going  on  in  concert  with  others  that 
we  think  will  lead  to  a  broad  based  comprehensive  approach  to  that 
question,  we  need  to  have  a  community  development  lending  pack- 
age, a  broad  one.  We  have  to  work  in  conjunction  with  credit 
unions  to  bring  their  efforts  to  bear.  We  have  to  work  with  the 
GSE's,  as  I  mentioned  earlier,  to  insure  their  effort  of  providing 
credit  to  credit  starved  neighborhoods. 

The  Chairman.  Let  me  just  say  to  you  there,  if  I  may  interrupt, 
just  for  the  record  and  for  your  own  knowledge  that  I  really  expect 
and  feel  it's  absolutely  necessary  that  HUD  play  a  key  role  in  the 
development  of  this  community  lending  process.  It  cannot  be  just 
driven  from  other  parts  of  the  government  or  from  the  bank  regu- 
latory side  of  it. 

I  think  the  outcomes,  as  you  say,  and  as  Senator  D'Amato  I 
think  underscored  as  well,  we're  not  interested  so  much  in  process, 
and  process  is  important,  but  we're  interested  in  results,  and  I 
want  to  make  sure  that  HUD  is  fully  involved  from  start  to  finish, 
and  if  there  are  any  problems  in  that  I  want  to  be  told. 

Mr.  Duvernay.  I  understand,  and  I  understand  your  desire  to 
have  that  happen,  Senator,  and  HUD  wants  to  be  involved.  The 
process,  and  I'm  aware  that  we  talked  about  not  focusing  on  proc- 
ess, I  understand  the  concern,  as  I've  mentioned,  but  we  are  in  the 
early  stages  of  that  effort,  and  I  will  be  happy  to  report  back  to  you 
the  results  of  the  efforts,  but  HUD  will  be  a  part  of  that  effort  and 
a  major  part. 

The  Chairman.  Senator  Sarbanes  is  momentarily  delayed  on  a 
telephone  call  here  and  he  wants  to  pose  a  question  to  you.  I'm 
going  to  have  you  just  remain  seated,  if  I  may,  because  I'm  fin- 
ished, and  if  Senator  D'Amato  has  nothing  else,  I  want  to  call  our 
next  witness,  Jean  Nolan  up  to  the  table. 

Senator  D'Amato.  Mr.  Chairman,  I  just  want  to  make  one  obser- 
vation, if  I  might.  While  I  agree  with  Mr.  Duvernay  that  the  block 
grant  program  has  many  attractive  aspects,  I  am  concerned  about 
the  request  to  liberalize  the  formula.  The  House  has  I  believe  acted 
on  it,  so  that  instead  of  the  current  15  percent  cap,  local  and  State 
governments  would  be  allowed  to  use  over  20  percent  of  the  social 
service  funds  for  their  own  government  operations. 

Now  if  we're  talking  about  an  economic  stimulation  package  and 
we're  talking  about  constructing  housing,  roads  or  dealing  with  the 
infrastructure  needs,  that's  the  kind  of  thing  I  believe  you  and  I 
and  Senator  Riegle  are  talking  about.  I  do  not  believe  that  we're 
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talking  about  giving  greater  latitude  for  political  hiring  or  for  sub- 
sidizing local  payrolls. 

I  don't  want  to  put  you  on  the  spot  and  ask  you  for  your  com- 
ment because  you  have  the  House  voting  to  liberalize  it,  but  I  just 
want  to  suggest  to  you  that  this  Senator  has  some  very  real  prob- 
lems with  that,  and  I  don't  think  that  was  the  purpose  of  the  grant 
program,  nor  do  I  think  it's  the  purpose  of  the  intended  infusion 
to  provide  for  payroll  transference,  so  to  speak,  and  have  the  Feds 
pick  up  the  local  share  of  political  payroll. 

That's  where  I'm  coming  from.  I  spoke  to  the  Secretary  about 
this  before  he  was  confirmed,  and  he  at  that  time  indicated  that 
he  shared  my  concern  for  that  and  would  not  be  favorably  inclined. 
So  you  might  want  to  bring  that  back  to  him.  I  don't  want  to  lay 
it  on  you,  but  I  would  like  you  to  call  it  to  his  attention. 

Mr.  Duvernay.  Thank  you.  I  have  noted  it  and  will  do  so,  sir. 

The  Chairman.  I  want  to  go  shortly  to  Ms.  Nolan. 

Senator  Sarbanes,  do  you  have  any  questions  for  Mr.  Duvernay? 
I  know  you  want  to  make  a  comment  with  respect  to  Ms.  Nolan. 

Senator  Sarbanes.  No,  I'll  forebear,  Mr.  Chairman.  I  know  we'll 
have  plenty  of  opportunity  to  have  an  exchange  of  views  over  the 
coming  months  with  Mr.  Duvernay.  I  registered  my  own  judgment 
at  the  outset  when  I  made  my  statement,  and  I  very  much  look  for- 
ward to  working  with  him,  and  I  very  much  hope,  Mr.  Chairman, 
we'll  be  able  to  get  these  people  in  place  before  we  break  for  the 
Easter  recess  at  the  end  of  next  week.  I  think  it  would  be  very  im- 
portant and  helpful  to  the  Department  if  they  could  actually  be 
sworn  in  and  in  place. 

Senator  D'Amato.  Well,  I  would  do  all  that  I  can  to  be  accommo- 
dating because  I  agree  with  Senator  Sarbanes,  my  colleague.  It  is 
extremely  important  that  we  act  on  this,  and  if  there  is  any  way 
in  which  I  can  help  expedite  the  process  I'm  committed  to  do  that. 

Senator  Sarbanes.  Henry  Cisneros  is  very  able,  but  he  ought  not 
to  be  a  one-man  band.  We  want  to  get  the  other  members  of  the 
band  in  place  down  there. 

Mr.  Duvernay.  Thank  you  very  much.  If  I  could  in  closing  thank 
all  of  you  for  your  expressed  vows  of  support.  It  has  been  a  pleas- 
ure to  be  here  to  testify  before  you,  and  if  confirmed  I  look  forward 
to  working  with  you  constantly  and  being  available  to  you  at  all 
times. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 

Senator  Sarbanes.  Mr.  Chairman,  having  foregone  my  question 
period  would  you  and  Senator  D'Amato  allow  me  to  say  a  few 
words  about  Jean  Nolan  because  I  just  got  a  call  and  they  want 
me  to  come  over  to  the  floor. 

The  Chairman.  Please  do. 

Senator  D'Amato.  Well  if  I  might  just  raise  a  point  to  that.  I  find 
it  very  disturbing  that  Jean  Nolan  who  has  such  a  beautiful  given 
name  would  emasculate  it  such.  Her  name  is  Regina,  and  that's  a 
beautiful  name,  and  I  see  her  mamma  applauding,  and  I  told  her 
I  would  raise  this  issue  today. 

[Laughter.] 

So  with  that  caveat,  Mr.  Chairman  and  my  good  friend,  Senator 
Sarbanes,  I  would  be  delighted  to  yield. 
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Senator  Sarbanes.  I  think  what  happened  is  that  it's  a  queenly 
title,  Regina,  and  I  think  given  that  this  is  a  democratic  republic 
she  sort  of 

Ms.  Nolan.  That's  exactly  right,  Senator. 

Senator  Sarbanes.  I  just  want  to  say  that  Jean  Nolan  is  an  ex- 
tremely articulate  and  bright  person,  and  I  think  she  will  be  an  ac- 
complished spokesperson  for  the  Department.  I  say  that  not  only 
because  of  her  ties  to  my  home  State  of  Maryland,  but  also  because 
of  her  very  successful  career  with  the  Enterprise  Foundation. 

I  mean  anyone  who  works  for  Jim  Rouse  comes  obviously  very 
highly  recommended.  He  is  not  only  one  of  Maryland's  leading  citi- 
zens, but  one  of  the  Nation's  leading  citizens.  I'm  very  pleased  to 
see  her  before  the  committee  and  we  look  forward  to  working  with 
her.  I  appreciate  the  courtesy  of  my  colleague. 

The  Chairman.  We  look  forward,  too,  as  we  start,  Ms.  Nolan  to 
have  you  introduce  your  mother  and  other  family  members  that 
may  be  with  you  shortly  here. 

You  have  been  nominated  to  be  Assistant  Secretary  for  Public  Af- 
fairs at  the  Department  of  Housing  and  Urban  Development.  As 
Assistant  Secretary  you  would  be  responsible  for  advising  the  Sec- 
retary on  matters  relating  to  public  information,  public  opinion, 
participation  in  public  events,  relationships  with  the  news  media 
and  the  impact  of  policy  decisions  on  the  public.  You  certainly 
bring  to  this  position  an  impressive  background  in  media  relations, 
public  relations  and  housing  and  community  development,  as  Sen- 
ator Sarbanes  has  said. 

Since  1989  you've  directed  the  Offices  of  Communications  and 
Publications  with  Jim  Rouse's  Enterprise  Foundation,  which  has 
certainly  been  an  institution  out  in  the  forefront  in  finding  innova- 
tive solutions  to  our  nation's  housing  problems.  You've  also  had 
firsthand  media  experience  having  worked  as  a  reporter  for  the 
Washington  Business  Journal,  the  Philadelphia  Business  Journal 
and  the  Housing  and  Community  Development  Reporter. 

The  Assistant  Secretary  for  Public  Affairs  serves  as  the  gate- 
keeper to  the  flow  of  information  between  the  Department,  the 
news  media  and  the  general  public.  I  think  it's  very  important  that 
the  individual  who  holds  this  position  foster  a  cooperative  and  open 
relationship  with  the  news  media  and  those  parties  that  assist 
HUD  in  carrying  out  its  mission. 

We  welcome  you  here  this  morning.  Let  me  now  have  you  stand 
and  I'm  going  to  administer  the  oath  to  you  as  well,  and  then  we'll 
hear  from  you. 

[Ms.  Nolan  stands  and  raises  her  right  hand.] 

Whereupon,  Jean  Nolan  was  administered  the  oath  by  Chairman 
Riegle  as  follows: 

The  Chairman.  Do  you  swear  and  affirm  that  the  testimony  you 
are  about  to  give  is  the  truth,  the  whole  truth  and  nothing  but  the 
truth  so  help  you  God? 

Ms.  Nolan.  I  do. 

The  Chairman.  Do  you  agree  to  appear  and  testify  before  any 
duly  constituted  Committees  of  the  Senate? 

Ms.  Nolan.  I  do. 
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The  Chairman.  Let  me  welcome  you  again  and  we  are  delighted 
to  have  you.  If  you  would  like  to  introduce  anyone  before  you  start, 
then  we  would  be  pleased  to  hear  your  statement. 

STATEMENT  OF  JEAN  NOLAN,  ASSISTANT  SECRETARY  DES- 
IGNATE FOR  PUBLIC  AFFAIRS,  DEPARTMENT  OF  HOUSING 
AND  URBAN  DEVELOPMENT 

Ms.  Nolan.  Thank  you,  Mr.  Chairman. 

There  may  be  slightly  fewer  Nolans  in  the  crowd  right  now  than 
there  were  Long  Island  folks  a  few  minutes  ago,  but  I'm  very  proud 
to  be  here  this  morning  in  the  presence  of  my  parents,  John  and 
Betty  Nolan,  and  it's  not  even  the  whole  family.  I  have  three  of  my 
sisters  and  my  brother  and  their  spouses  and  nine  of  our  16  nieces 
and  nephews.  In  fact,  the  voice  you  hear  is  a  budding  communica- 
tor in  the  background.  That's  the  youngest  one.  I  couldn't  be  more 
pleased  that  they  came  mostly  from  the  Philadelphia  area  to  be 
here  this  morning. 

Chairman  Riegle,  Senator  D'Amato,  Senator  Sarbanes  and  mem- 
bers of  the  committee,  it's  a  privilege  to  appear  before  you  today 
as  President  Clinton's  nominee  to  serve  as  Assistant  Secretary  for 
Public  Affairs  at  the  Department  of  Housing  and  Urban  Develop- 
ment. 

I  am  honored  that  the  President  and  Secretary  Cisneros  have  se- 
lected me  for  this  important  position. 

I  have  worked  in  the  communications  field  for  over  a  decade, 
many  of  those  years  related  to  housing  and  community  develop- 
ment. I  am  proud  and  eager  to  combine  my  deep  belief  in  open 
communication  with  a  commitment  to  help  make  life  better  for  all 
Americans  through  decent,  affordable  housing  and  healthy,  nurtur- 
ing communities. 

When  Secretary  Cisneros  appeared  before  this  committee  in  Jan- 
uary he  spelled  out  three  aspects  of  HUD's  mission,  developing  an 
urban  agenda,  focusing  on  the  delivery  of  housing  and  overhauling 
the  management  systems  and  continuing  reforms  of  the  Depart- 
ment. 

The  Secretary  also  offered  several  qualities  he  expects  of  HUD  in 
carrying  out  its  duties.  He  wants  the  Department  to  be  more  effi- 
cient, to  innovate  and  to  forge  new  partnerships  with  cities,  States 
and  the  people  we  serve. 

The  Office  of  Public  Affairs  plays  a  critical  role  in  helping  the 
Secretary  fulfill  these  missions  by  clearly  and  honestly  commu- 
nicating the  Department's  policies  and  programs  to  the  public. 

We  will  do  so  by  embodying  the  attributes  the  Secretary  holds 
as  important  for  HUD  to  reclaim  its  voice  for  urban  America.  We 
will  act  promptly  and  cooperatively.  We  will  use  tried  and  true 
methods  of  communication  and  find  new  ways  to  reach  the  public. 
And  we  will  make  sure  the  ideas  and  opinions  of  Government,  non- 
profits, all  of  our  partners  are  heard  throughout  the  Department. 

The  Secretary's  approach  to  reinventing  HUD  means  a  shared 
process  of  communication.  We  will  not  only  inform  the  public  of 
what  we  were  doing,  but  we  will  listen  to  what  they  are  saying. 

The  Office  of  Public  Affairs  will  take  the  lead  in  showing  how  our 
programs  can  help,  identifying  successful  models  that  others  can 
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use,  and  when  we  make  mistakes,  disclosing  them  and  discussing 
how  we  will  work  to  correct  them. 

Mr.  Chairman,  President  Clinton  and  Secretary  Cisneros  care 
deeply  about  our  communities.  I  look  forward  to  working  with  them 
and  the  Members  of  this  Committee  to  help  build  better  commu- 
nities for  all  Americans. 

Thank  you. 

The  Chairman.  Thank  you  very  much,  and  we  welcome  you  here 
before  us. 

Let  me  just  ask  you  what  you  see  at  the  outset  here  as  the  most 
important  goals  and  priorities  for  HUD's  Public  Affairs  Office? 

Ms.  Nolan.  I  think  that  the  priorities  of  the  Public  Affairs  Office 
and  its  responsibilities  are  to  obviously  implement  the  priorities  of 
the  Secretary.  He  has  laid  those  out  as  the  delivery  of  housing,  de- 
veloping an  urban  agenda  and  improving  the  management  issues. 

Obviously  it  falls  on  this  division,  the  Public  Affairs  Office,  to 
communicate  how  we're  doing  in  those  areas,  what  policies  we've 
established,  what  programs  we've  established  and  to  inform  the 
Secretary  of  how  potential  programs  and  how  proposed  programs 
will  impact  on  the  public. 

Second,  I  think  it's  extremely  important  for  us  to  foster  coopera- 
tive relationship  with  the  press,  and  my  background  as  a  former 
reporter  will  certainly  be  brought  to  the  fore  here. 

And,  third,  I  think  it's  also  important  that  the  Secretary  has 
talked  about  the  need  for  HUD  to  reclaim  its  role  as  the  voice  of 
urban  America,  and  I  think  that  that  falls  clearly  within  the  Divi- 
sion of  Public  Affairs.  We  need  to  be  talking  about  the  issues  and 
the  problems  of  our  communities  and  ways  to  solve  them  and  use 
that  energy  and  that  role  as  an  enabler  to  mobilize  others  to  join 
with  us  in  solving  them. 

The  Chairman.  You  know,  I'm  going  to  wait  to  see  if  Senator 
D'Amato  has  any  questions  for  you,  but  I  think  you're  going  to  do 
a  fine  job,  and  I'm  delighted  that  you've  been  asked  to  serve  in  this 
capacity  and  that  you've  stepped  forward  to  do  it. 

I  want  to  just  as  I  wait  for  Senator  D'Amato  to  come  back  say 
to  you  that  I  refer  to  something  that  Terry  Duvernay  said  earlier 
in  making  a  reference  to  his  own  experience  in  growing  up  in  a 
ghetto  neighborhood  in  New  Orleans  years  ago. 

He  talked  about  the  impact  of  what  housing  can  mean  on  the 
human  will,  and  I  think  we  sometimes  don't  put  these  things  to- 
gether. We  don't  really  think  about  what  it  is  that  impacts  on  indi- 
viduals in  terms  of  how  they  see  their  own  possibilities  and  how 
they  see  society  thinking  about  them,  how  they  see  the  possibility 
of  getting  up  to  higher  ground  in  terms  of  personal  effort  and  per- 
sonal achievement  oeing  able  to  participate  more  fully  in  the  won- 
derful aspects  of  American  life  when  you  really  have  a  way  to  get 
there,  the  job  skills  and  the  educational  skills  and  the  supportive 
things  that  we  need  to  make  that  climb. 

I  think  in  terms  of  what  the  Department  of  Housing  and  Urban 
Development  can  do  is  really  impact  importantly  on  the  human 
will,  that  we  can  help  people  understand  that  everybody  in  this 
country  is  important  and  that  people  who  may  be  in  the  most  dis- 
tressed circumstances  and  the  most  difficult  circumstances,  includ- 
ing our  homeless  people,  that  if  we  can  help  chart  a  path  back  to 
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a  decent  way  of  living  and  to  having  the  kind  of  housing  that  peo- 
ple and  families  ought  to  have  that  in  fact  we  can  take  and  do 
something  about  the  human  will  itself. 

Sometimes  it's  very  hard  for  people  to  swim  against  a  tidal  force 
that  is  so  great  that  they  can't  make  progress.  It  shouldn't  be  that 
way  in  our  country  and  it  doesn't  have  to  be.  I  know  you  feel  that 
way,  but  I  want  to  make  those  comments  in  reference  to  both  your 
nomination  and  what  was  said  earlier. 

Senator  D'Amato,  any  questions  for  Ms.  Nolan? 

Senator  D'Amato.  Are  you  going  to  watch  Temple  tonight? 

Ms.  Nolan.  Yes,  I  will. 

Senator  D'Amato.  They're  playing  tonight,  aren't  they? 

Ms.  Nolan.  That's  right. 

Dad,  is  that  right? 

Mr.  Nolan.  Yes. 

Ms.  Nolan.  Yes,  they  are. 

The  Chairman.  Let  me  try  one  other  question.  Do  you  know  who 
is  playing  at  8  o'clock  tonight?  A  team  from  the  Midwest. 

[Laughter.] 

Ms.  Nolan.  I'm  from  Maryland  now,  Senator. 

[Laughter.] 

Senator  D'Amato.  You  mean  you're  not  rooting  for  Temple? 
Come  on  tell  the  truth. 

Ms.  Nolan.  Sure  I  will. 

Senator  D'Amato.  They  knocked  all  the  big  East  teams.  So  I'm 
rooting  for  Temple. 

Ms.  Nolan.  I'm  waiting  for  baseball  season. 

[Laughter.] 

Senator  D'Amato.  Let  me  say,  Mr.  Chairman,  Regina  brings  an 
absolutely  marvelous  background  and  a  commitment  to  this  posi- 
tion. Having  had  an  opportunity  yesterday  just  to  exchange  a  cou- 
ple of  thoughts  with  her,  she  is  not  only  a  wonderful  communicator, 
but  she  is  deeply  committed  to  the  area  of  housing,  rehabilitation 
and  service  to  her  community,  and  I  really  think  that  the  Secretary 
has  chosen  an  extraordinarily  talented  and  committed  person  to  be 
his  Assistant  in  this  very  vital  area. 

We  certainly  wish  you  well  in  your  undertaking,  and  I  know  your 
parents  are  extremely  proud  of  you,  and  let  me  commend  them  for 
the  great  job  that  they  have  done  in  making  it  possible  for  you  to 
be  here  today. 

Ms.  Nolan.  Thank  you,  Senator. 

The  Chairman.  I  want  to  underscore  those  comments.  This  is  not 
only  a  very  important  family  day  for  you  being  at  this  table  as  a 
Presidential  nominee,  but  for  your  family  and  for  your  parents. 
Very  few  people  in  our  country  reach  the  level  of  this  kind  of  privi- 
lege of  service  to  be  able  to  be  asked  by  the  President  of  the  United 
States  to  take  on  important  duties  and  to  come  here  and  to  go 
through  the  Senate  confirmation  process.  But  I  think  it  shows  a 
lifetime  of  hard  work  and  family  support,  love  and  effort  to  excel. 
You  have  clearly  done  that  and  that's  what  brings  you  here  today. 
So  we're  very  encouraged  by  that  and  we're  going  to  move  as 
promptly  as  we  can  to  get  you  confirmed  and  into  that  job. 

Ms.  Nolan.  Thank  you,  Mr.  Chairman,  and  thank  you,  Senator. 
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The  Chairman.  Thank  you,  and  let  me  excuse  you  now  and  we're 
going  to  call  up  our  next  and  final  nominee  this  morning. 

[Brief  pause  while  the  Chairman  greets  Ms.  Nolan's  family.] 

The  Chairman.  The  committee  will  come  to  order. 

Let  me  invite  those  that  are  leaving  to  do  so  and  those  that  are 
staying  to  find  seats  so  we  can  resume  our  confirmation  process 
this  morning. 

We  have  scheduled  today's  hearing  on  the  nomination  of  Larry 
Summers  to  be  the  Under  Secretary  ror  International  Affairs  at  the 
Treasury  Department  because  in  that  position  he  will  be  exercising 
important  responsibilities  on  matters  that  are  clearly  within  the  ju- 
risdiction of  the  Banking  Committee. 

When  his  nomination  papers  were  submitted  to  the  White  House 
they  were  referred  to  the  Finance  Committee,  a  committee  which 
I  myself  am  a  member,  because  as  a  general  rule  all  Treasury 
nominees,  with  certain  limited  exceptions,  are  sent  to  the  Finance 
Committee. 

However,  when  you  look  at  the  responsibilities  of  the  Under  Sec- 
retary for  International  Affairs,  it's  clear  that  many  of  his  most  im- 
portant duties  concern  Banking  Committee  jurisdiction.  Among 
these  are  the  following:  international  economic  coordination  and  ex- 
change rates,  which  is  of  course  the  G-7  process,  trade  and  finan- 
cial services  in  the  GATT  and  in  NAFTA,  reviews  of  foreign  invest- 
ment as  conducted  by  the  Treasury  chaired  Committee  on  Foreign 
Investment  in  the  United  States,  the  regulation  of  foreign  banks, 
tied  aid  credits,  bilateral  negotiations  to  open  foreign  financial 
markets  and  stop  exchange  rate  manipulation,  Third  World  debt 
and  the  International  Monetary  Fund.  And  this  committee  has  leg- 
islated on  most  of  these  matters  within  the  last  few  years. 

In  recognition  of  our  committee's  very  direct  interest  in  the  as- 
signed duties  of  this  nominee,  Senator  Moynihan,  Chairman  of  the 
Finance  Committee,  agreed  to  delay  the  full  Senate  vote  on  this 
nomination  until  our  committee  had  a  chance  to  hear  from  Mr. 
Summers.  And  I  want  to  publicly  thank  Chairman  Moynihan  for 
his  courtesy  and  cooperation  on  this  matter  as  he  does  on  all  mat- 
ters. 

I  also  want  to  let  Dr.  Summers  know  that  we  plan  to  work  very 
closely  with  him  and  intend  to  vigorously  monitor  the  activities 
that  fall  within  our  committee's  jurisdiction. 

I  might  just  say  for  the  record  that  your  predecessor,  David 
Mulford,  testified  before  our  committee  11  times  between  1989  and 
1992.  So  I  want  you  to  get  accustomed  to  the  room.  We've  just  had 
the  room  refurbished.  They  are  going  through  and  refurbishing  the 
rooms  one  by  one  in  the  Dirksen  Building.  So  we'll  be  seeing  quite 
a  bit  of  one  another. 

In  your  testimony  before  the  Finance  Committee  you  stated  that 
Secretary  Bentsen  has  taken  the  initiative  to  revive  the  G-7  mac- 
roeconomic  policy  coordination  process.  In  fact,  I  understand  that 
both  the  Secretary  and  Dr.  Summers  attended  the  February  G-7 
Finance  Ministers  meeting  in  London.  Whether  we  are  successful 
in  revitalizing  macroeconomic  policy  coordination  will  clear  be  a 
significant  factor  in  determining  whether  our  country  will  be  able 
to  reduce  its  current  account  deficit  and  in  turn  by  improving  our 
trade  position  spur  domestic  growth  and  job  growth  in  our  country. 
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This  is  one  of  the  reasons  why  I've  already  invited  Secretary 
Bentsen  to  come  before  this  committee  and  testify  when  the  Treas- 
ury Department  releases  its  next  report  on  international  economic 
and  exchange  rate  policy  later  this  spring.  This  committee  fash- 
ioned the  legislation  that  requires  the  Treasury  to  issue  those 
semi-annual  reports  to  better  ensure  Congressional  oversight  on 
these  issues. 

Dr.  Summers,  when  you  are  confirmed  you  will  assume  major  re- 
sponsibilities for  matters  obviously  crucial  to  our  national  well- 
being,  and  I  want  you  to  know  that  the  committee  looks  forward 
to  working  with  you  and  certainly  I  do  to  ensure  that  we're  able 
to  carry  out  these  responsibilities  in  a  manner  that  best  serves  our 
national  interest. 

Let  me  just  finally  say  this.  We've  all  been  here  for  varying 
lengths  of  time.  This  is  my  27th  year  in  the  Congress,  House  and 
Senate,  and  when  we  get  into  the  area  of  international  affairs  and 
international  activity  we  often  find  ourselves  bending  over  back- 
ward to  accommodate  the  interests  of  other  countries,  and  I  think 
very  often  to  the  disadvantage  of  this  country.  I  won't  take  the 
time  now  to  law  it  all  out  in  charts  and  graphs  as  to  illustrations 
that  I  think  make  that  point. 

That  has  to  end  because  the  United  States  is  in  serious  economic 
trouble,  and  anybody  that  doesn't  understand  it  isn't  paying  atten- 
tion. Certainly  the  American  people  understand  it.  They  decided  to 
change  Presidents  last  fall,  which  they  don't  do  very  often,  and  I 
think  essentially  because  they  were  concerned  about  the  economic 
future  and  all  the  polling  data  shows  that. 

So  I  expect  these  problems  to  be  dealt  with  directly,  and  I'm 
going  to  help  you  in  every  way  I  can,  and  if  I  ever  sense  that  we're 
not  dealing  with  them  directly,  then  we're  going  to  have  a  lot  of 
problems  because  we  can't  wait  any  longer  to  deal  with  some  of 
these  issues,  and  we  can't  live  with  trade  deficits  that  have  become 
in  a  sense  permanent  trade  deficits  that  are  in  the  range  of  $50 
billion  with  Japan  each  year,  and  now  $20  billion  or  so  with  Com- 
munist China  last  year,  and  now  we're  facing  the  prospect  of  an  ar- 
rangement with  NAFTA  where  I  see  a  tremendous  potential  for  job 
loss  to  Mexico,  much  of  which  has  already  happened  and  which  I 
think  is  going  to  accelerate. 

I  want  to  make  it  just  as  clear  as  I  know  how  to  use  the  English 
language  that  I  want  to  work  together  with  you,  but  the  rain  dance 
we've  seen  in  the  past  in  administrations  of  both  parties  on  these 
issues  has  got  to  come  to  an  end  and  somebody  has  got  to  look  after 
the  economic  interests  of  the  United  States.  It  ought  to  be  our  Gov- 
ernment, and  particularly  in  the  area  that  involves  international 
economic  and  trade  relationships. 

I  would  just  finally  say  that  I'm  convinced  that  every  country  in 
the  world  is  increasingly  understanding  that  having  the  best  state 
of  the  art  job  base  is  the  single  most  important  national  asset  to 
have,  and  no  country  is  going  to  surrender  its  jobs  so  that  we 
might  have  jobs  if  they  can  find  a  way  to  avoid  that  because  they 
are  under  great  pressure  to  employ  their  people  and  to  boost  their 
national  incomes  and  to  satisfy  the  economic  and  political  require- 
ments in  their  countries. 
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I  think  in  our  country  we  have  sacrificed  our  jobs  time  after  time 
after  time  in  foreign  policy  decisions  and  maybe  we've  gotten  our- 
selves a  vote  in  the  UN  here  or  there  or  we've  ingratiated  ourselves 
with  somebody  that  runs  some  other  country  for  a  period  of  time. 
I  think  those  are  self-defeating,  long-run  strategies,  and  I'm  very 
much  concerned  about  what  we  can  do  to  strengthen  the  job  base 
of  this  country  so  that  we  have  the  economic  power,  not  just  to 
meet  the  needs  of  our  own  people,  but  to  maintain  our  influence 
and  our  strength  in  the  world  as  a  whole. 

I  think  everything  derives  eventually  from  not  just  our  value  sys- 
tem but  from  our  economic  power,  and  if  our  economic  power  is 
compromised,  then  our  strategic  interests  inevitably  will  be  com- 
promised here  and  around  the  world.  I  couldn't  feel  more  strongly 
about  these  issues.  I've  felt  that  in  the  past  we  were  not  able  to 
work  in  any  truly  constructive  way  with  prior  administrations  be- 
cause I  think  their  orientation  was  essentially  a  foreign  policy  ori- 
entation and  I  think  we  sacrificed  U.S.  interests  time  after  time  on 
the  economic  side.  That's  over  as  far  as  I'm  concerned. 

So  I  want  to  just  say  it  as  plainly  as  I  can  on  the  way  in  because 
I  want  this  to  be  a  good,  solid,  cooperative  relationship,  but  I  don't 
want  there  to  be  any  misunderstanding  about  how  we're  going  to 
guide  ourselves  in  terms  of  where  we're  headed. 

Senator  D'Amato,  do  you  have  an  opening  comment  before  I  call 
on  the  witness  and  administer  the  oath? 

Senator  D'Amato.  No,  Mr.  Chairman.  In  the  interest  of  the  time 
I'll  waive  any  opening  comments.  I  have  an  observation  to  make 
later. 

The  Chairman.  Very  good. 

Let  me  ask  you  to  stand  and  raise  your  right  hand. 

[Mr.  Summers  stands  and  raises  his  right  hand.] 

Whereupon,  Lawrence  Summers  was  administered  the  oath  by 
Chairman  Riegle  as  follows: 

The  Chairman.  Do  you  swear  and  affirm  that  the  testimony  you 
are  about  to  give  is  the  truth,  the  whole  truth  and  nothing  but  the 
truth  so  help  you  God? 

Mr.  Summers.  I  do. 

The  Chairman.  Do  you  agree  to  appear  and  testify  before  any 
duly  constituted  committees  of  the  Senate? 

Mr.  Summers.  I  do. 

The  Chairman.  Very  good.  Let  me  welcome  you  today  and  ac- 
knowledge the  fact  that  you  come  with  a  very  distinguished  back- 
ground of  service  previously  and  professional  work. 

If  you've  got  any  members  of  your  family  or  others  that  haye 
come  with  you  that  you  want  to  introduce,  we  would  love  to  have 
you  do  that,  but  we  would  be  pleased  to  hear  now  your  opening 
comments. 

Mr.  Summers.  I  would  be  pleased  to  just  introduce  my  wife,  Vic- 
toria Summers. 

The  Chairman.  Welcome. 
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STATEMENT  OF  LAWRENCE  H.  SUMMERS,  NOMINEE  FOR 
UNDER  SECRETARY  FOR  INTERNATIONAL  AFFAIRS,  DE- 
PARTMENT OF  THE  TREASURY 

Mr.  Summers.  Mr.  Chairman  and  distinguished  members  of  the 
Senate  Banking  Committee,  I  come  before  you  today  as  President 
Clinton's  nominee  to  be  the  Under  Secretary  of  the  Treasury  for 
International  Affairs. 

This  is  a  great  honor,  and  if  I'm  confirmed  I  look  forward  to  serv- 
ing with  President  Clinton  and  Secretary  Bentsen  and  working 
with  this  committee  on  the  critical  international  economic  issues 
that  you  have  just  outlined. 

President  Clinton  has  introduced  a  domestic  economic  plan  that 
will  do  more  to  advance  American  foreign  policy  than  the  negotia- 
tion of  a  new  treaty,  the  production  of  a  new  weapon  or  the  exten- 
sion of  additional  security  assistance. 

The  President  set  the  tone  of  the  administration's  international 
vision  in  a  speech  to  American  University  last  month  when  he  said 
that  only  a  prosperous  America  will  prepare  us  for  new  global  chal- 
lenges. By  restoring  fiscal  responsibility  and  promoting  long-term 
investments  in  growth  the  President  is  seeking  to  build  a  more 
competitive  America  and  to  maintain  and  enhance  the  leadership 
we  exercise  in  the  global  community  into  the  21st  Century. 

The  Under  Secretary  of  the  Treasury  for  International  Affairs  is 
charged  with  helping  the  President  and  the  Secretary  formulate 
and  implement  U.S.  international  economic  strategy.  His  respon- 
sibilities or  her  responsibilities  include  policies  in  the  areas  of  mac- 
roeconomics, exchange  rates,  trade,  debt  and  U.S.  participation  in 
international  financial  institutions. 

The  Under  Secretary  also  serves  as  the  Gr-7  Financial  Deputy 
with  primary  responsibility  for  working  v/ith  the  Secretary  in  co- 
ordinating economic  policy  between  industrial  nations  and  as  the 
financial  "Sherpa"  in  preparation  for  the  annual  Economic  Summit. 

In  my  confirmation  hearing  before  the  Senate  Finance  Commit- 
tee last  week  I  outlined  four  critical  policy  areas  in  my  portfolio, 
macroeconomic  coordination,  efforts  to  open  foreign  markets  to  U.S. 
exports  of  goods  and  services,  assuring  the  success  of  Russia's  re- 
form effort  and  promoting  environmentally  sustainable  and  hu- 
mane development  strategies. 

Today  with  your  permission,  Mr.  Chairman,  I  would  like  to  ex- 
pand upon  two  specific  issues  that  are  of  particular  interest  and 
importance  to  the  Banking  Committee,  the  administration's  efforts, 
one,  to  realize  greater  international  macroeconomic  coordination 
and,  second,  to  liberalize  international  financial  markets. 

The  administration  is  determined  to  reinvigorate  the  macro- 
economic  coordination  process  among  the  Gr-7  industrial  countries. 
We  are  committed  to  this  because  trie  United  States  cannot  grow 
and  prosper  alone  in  the  world.  This  is  a  particularly  important 
time  for  macroeconomic  coordination. 

With  the  projected  reductions  in  the  U.S.  budget  deficit  we  have 
a  rare  opportunity  to  do  what  we  must  do  and  reduce  its  twin,  the 
trade  deficit.  The  best  way  for  budget  deficit  reduction  to  translate 
into  trade  deficits  is  through  growth  in  exports,  and  the  best  way 
to  achieve  export  growth  is  to  restore  growth  in  foreign  markets. 
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Secretary  Bentsen's  approach  to  reviving  the  G-7  process  has 
three  critical  elements.  First,  he  emphasizes  that  our  international 
credibility  depends  on  the  credibility  of  our  domestic  economic  pro- 
gram. Policy  coordination  cannot  succeed  if  the  United  States  sim- 
ply depends  on  other  countries  to  rescue  us  from  our  domestic  fail- 
ures. 

Second,  the  Secretary  has  made  it  clear  that  discreet  private 
communications  are  likely  to  be  more  effective  in  improving  co- 
operation than  the  public  hectoring  that  has  occasionally  colored 
exchanges  in  the  past.  He  has  also  taken  the  initiative  to  inject  a 
new  element  of  informality  into  the  process.  G-7  has  spent  too 
much  time  in  the  past  negotiating  the  placement  of  commas  in 
communiques  and  too  little  time  in  charting  a  course  for  a  global 
return  to  prosperity. 

The  third  element  of  the  Secretary's  approach  is  a  recognition 
that  policy  coordination  does  not  mean  common  policies  in  each 
country.  The  policies  we  pursue  must  reflect  the  specific  conditions 
in  each  of  our  economies  and  our  own  national  interests.  Fortu- 
nately where  economic  growth  is  concerned  national  imperatives 
and  international  interests  increasingly  coincide. 

The  United  States  economy  is  now  likely,  according  to  most  eco- 
nomic forecasters,  to  grow  more  rapidly  than  that  of  our  major 
trading  partners  in  Japan  and  in  Europe  over  the  next  2  years. 
While  we  can  take  satisfaction  from  being  at  the  top  of  the  lead 
table  in  growth,  there  is  a  greater  problem.  Slow  growth  abroad 
means  slower  growth  for  U.S.  exports  and  it  means  rising  trade  im- 
balances. 

That  is  why  it  is  so  important  that  our  major  economic  partners 
take  actions  in  the  short  term  to  strengthen  growth  in  their  own 
economies.  Secretary  Bentsen  and  the  President  have  made  it  clear 
that  they  hope  to  see  real  progress  in  the  introduction  of  such  pol- 
icy measures  by  the  time  of  the  Economic  Summit  in  Tokyo. 

The  second  policy  area  I  would  like  to  briefly  focus  on  is  Treas- 
ury's efforts  to  open  foreign  markets  to  U.S.  financial  institutions. 
Secretary  Bentsen  expressed  concern  in  his  confirmation  hearings 
that  some  foreign  countries  still  do  not  give  U.S.  banks  and  securi- 
ties firms  a  fair  opportunity  to  compete  in  their  financial  markets. 
We  at  Treasury  are  committed  to  defending  the  interests  of  the 
U.S.  financial  community  in  these  markets. 

Promoting  financial  liberalization  abroad  is  important  not  just 
for  our  banks  and  securities  firms.  It  is  also  important  to  our  man- 
ufacturing companies  as  well,  because  by  promoting  financial  de- 
regulation we  help  to  ensure  that  foreign  manufacturers  do  not 
benefit  from  artificially  low  costs  of  capital. 

Treasury  is  engaged  in  a  global  effort  that  combines  multilateral 
negotiations  in  the  Uruguay  Round  with  a  broad  number  of  bilat- 
eral financial  market  talks.  Much  of  this  effort  will  be  concentrated 
in  the  major  financial  markets  of  East  Asia  where  United  States 
firms  face  a  number  of  challenges  to  market  access. 

In  Japan,  for  example,  United  States  investment  banks  remain 
effectively  excluded  from  the  corporate  underwriting  business 
dominated  by  the  big  four  Japanese  houses,  and  United  States 
fund  managers  have  been  allowed  to  complete  for  only  a  tiny  frac- 
tion of  the  pension  business. 
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In  Korea,  to  cite  just  one  other  case,  the  Finance  Ministry  is 
drafting  a  blueprint  for  deregulation  and  liberalization,  but  it  is  not 
yet  clear  whether  this  plan  will  address  critical  restrictions  on  the 
foreign  financial  community,  such  as  limits  on  access  to  local  cur- 
rency funding  and  foreign  exchange  controls. 

Our  financial  service  institutions  are  world  class  innovators. 
They  will  prosper  when  they  are  given  the  opportunity  to  compete. 
The  financial  market  in  the  United  States  is  so  open  and  competi- 
tive that  to  paraphrase  Frank  Sinatra,  if  our  firms  can  make  it 
here,  they  can  make  it  anywhere. 

Mr.  Chairman  and  distinguished  members,  the  Department  of 
the  Treasury  is  working  to  implement 

Senator  D'Amato.  Did  you  write  that  line  yourself?  It's  a  good 
one. 

Mr.  Summers.  Thank  you.  I'll  give  credit  where  it's  due. 

Senator  D'Amato.  Victoria  did  it. 

Mr.  Summers.  What's  that? 

Senator  D'Amato.  Victoria  did  it. 

Mr.  Summers.  No,  I  can't  say  that. 

The  Department  of  the  Treasury  is  working  to  implement  Presi- 
dent Clinton's  vision  of  an  engaged  and  hard-headed  internation- 
alism to  complement  his  program  of  domestic  renewal.  Secretary 
Bentsen  said  in  his  welcoming  speech  to  the  employees  of  the 
Treasury  Department  that  as  State  and  Defense  were  the  guaran- 
tors of  military  security  during  the  Cold  War,  and  as  Senator  Rie- 
gle  stressed,  economic  security  will  be  paramount  in  the  years 
ahead  the  Treasury  Department  must  be  the  guarantor  of  economic 
security  in  the  post-Cold  War  world. 

If  confirmed,  I  look  forward  to  serving  at  Treasury  during  this 
critical  period  and  to  working  with  each  of  you  and  with  this  com- 
mittee. 

Thank  you. 

The  Chairman.  Thank  you  very  much. 

Let  me  say  at  the  outset  that  I  appreciate  the  emphasis  you  gave 
to  the  issue  of  fair  trade  and  financial  services  and  the  barriers 
that  we  have  faced,  and  we're  not  shut  out  because  we're  not  com- 
petitive. We're  shut  out  because,  if  anything,  we're  too  competitive. 

Senator  Gam  and  I,  when  he  was  here,  worked  very  hard  to 
open  that  up.  We  had  legislation  to  do  that  which  we  tnought  on 
a  bipartisan  basis  was  very  important.  Senator  D'Amato  was  a  co- 
sponsor  of  that  legislation,  and  I  want  to  see  us  press  ahead  in  that 
area.  I  mean  we've  got  to  get  this  job  done  because  time  is 
awasting  and  we're  not  only  high  competitive  in  financial  services, 
which  is  a  more  direct  lineup  with  the  Treasury  Department,  but 
we're  competitive  in  a  lot  of  other  things. 

I'll  give  you  another  example  outside  of  financial  services  and 
that's  auto  parts.  We're  very  good  at  that  in  this  country  and  we 
sell  auto  parts  all  over  the  world.  Once  place  we  have  a  very  hard 
time  selling  auto  parts  is  Japan  even  though  we're  able  to  sell  to 
everybody  else  in  the  world,  and  it's  not  because  they  are  not  as 
good  or  Setter  or  cheaper  than  their  own  suppliers,  but  it's  that 
they  just  decided  they  don't  want  to  buy  those  things  from  us  be- 
cause they  like  the  big  bilateral  surplus  in  their  favor  sucking  the 
capital  out  of  this  country  and  the  jobs  with  it. 
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So  I  would  hope  that  while  our  Trade  Ambassador  has  got  to  be 
the  lead  horse  on  the  issue  of  confronting  these  things  you're  not 
a  bashful  person,  and  I  would  hope  you  would  not  be  bashful  in 
these  meetings  when  these  issues  come  up  on  the  trade  front  and 
we  get  all  the  tears  flowing  down  from  some  of  our  trading  part- 
ners who  skin  us  alive  every  day  because  they  have  essentially 
open  access  to  our  market  and  in  many  ways  restrict  access  by  our 
people  to  their  market. 

That  really  must  change,  and  if  it  doesn't  change  and  we  don't 
get  economic  growth  going  faster  and  job  growth  going  faster  here, 
I  don't  know  now  long  you  intend  to  stay  in  this  job,  but  I  don't 
think  the  administration  will  last  more  than  4  years  if  we  don't 
demonstrate  that  we  can  produce  at  least  the  eignt  million  jobs  in 
the  private  sector  over  the  next  4  years  that  the  President  has  set 
out  as  a  national  goal. 

Unless  we  can  do  something  about  these  persistent  trade  pattern 
problems,  I  don't  see  how  we're  going  to  get  that  job  growth.  We're 
losing  a  lot  of  jobs  right  now  to  Mexico  because  of  the  third  world 
wages  that  are  being  paid  down  there.  You  probably  saw  the  piece 
in  the  New  York  Times  last  week  by  Louis  Ushetell,  a  very  com- 
petent writer. 

It  was  a  very  carefully  written  piece  about  the  fact  that  the  so- 
phistication of  the  manufacturing  base  now  in  Mexico  is  such  that 
we're  not  talking  about  just  losing  low-end  iobs  that  one  thinks  of 
as  moving  to  a  third  world  economy  with  tnird  world  wage  rates. 
We're  talking  about  a  highly  sophisticated  state-of-the-art  plant  op- 
eration down  there  where  we're  losing  tens  of  thousands,  and  in 
fact  hundreds  of  thousands  of  jobs. 

We  just  had  a  case,  for  example,  where  Smith  Corona  in  Up 
State  New  York  was  one  instance  of  a  firm  closing  because  of  trade 
cheating,  which  wasn't  addressed  by  our  government,  and  taking 
their  production  down  to  Mexico  because  that's  the  only  way  they 
saw  to  survive  in  terms  of  their  profit  problems. 

We  have  now  over  70  plants  of  Ford,  Chrysler  and  GM  that  have 
gone  to  Mexico,  and  I  have  absolutely  no  doubt  about  the  fact  that 
a  free  trade  agreement  with  Mexico  will  mean  more  plants  down 
there  rather  than  less.  Now  there  is  a  big  debate  going  on  about 
this  and  a  lot  of  propaganda  money  being  spent,  but  the  problem 
is  we've  got  a  jobless  recovery  for  the  most  part  going  on  in  this 
country  and  more  and  more  an  erosion  of  the  job  base  for  a  variety 
of  reasons,  but  trade  cheating  being  a  significant  part  of  it. 

So  I  would  like  your  assurance  that  as  we  get  into  the  issue  of 
discussing  these  trade  problems  that  we  would  deal  with  financial 
services  because  that  has  been  an  issue  that  this  committee  has 
taken  a  lead  on,  but  I  would  hope  that  it  would  go  much  more 
broadly  than  that  and  get  into  these  other  trade  matters  where 
clearly  there  is  a  pattern,  a  long-standing  and  persistent  pattern 
of  difficulty.  Can  we  expect  that  tnat  will  be  the  case? 

Mr.  Summers.  Senator  Riegle,  for  my  part  let  me  just  say  that 
if  I  am  confirmed  into  this  position  I  would  take  as  a  very  impor- 
tant part  of  my  responsibility  involvement  in  the  Government's 
interagency  process  in  the  trade  area. 

As  you  mentioned,  the  Ambassador  has  to  take  the  lead  on  that, 
but  tnese  are  a  set  of  issues  in  which  I  would  be  very  much  en- 
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gaged.  And  I  would  also  just  say  that  given  his  background  as 
Chairman  of  the  Senate  Finance  Committee  I  think  we  can  expect 
that  the  Secretary  of  the  Treasury  will  be  extensively  involved  in 
these  issues  as  well. 

The  Chairman.  Let  me  just  say  one  thing.  We're  going  to  put  the 
bill  back  in  on  fair  trade  and  financial  services.  We're  going  to  have 
a  hearing  on  it  here,  and  I  would  very  much  like  you  to  come  and 
testify  in  behalf  of  it.  So  let  me  just  state  that  now  so  that  you'll 
know  that. 

Senator  D'Amato  wanted  to  make  a  comment. 

Senator  D'Amato.  Doctor,  let  me  ask  you,  did  you  really  win  a 
research  prize,  a  grant  for  $500,000? 

Mr.  Summers.  The  money  was  for  research,  and  the  money  went 
to  Harvard  University  because  I  did. 

Senator  D'Amato.  I  am  impressed. 

Mr.  Summers.  Yes,  I  was  very  honored  that  the  National  Science 
Foundation  awarded  me  that  prize. 

Senator  D'Amato.  Do  you  have  time  to  do  anything  else  other 
than  write  and  publish?  You  are  prolific. 

Mr.  SUMMERS.  Thank  you  very  much. 

Senator  D'Amato.  This  is  absolutely  incredible.  I  mean  it's  a 
good  thing  you  write  so  much.  No  one  can  read  all  these  articles 
to  make  a  critique  on  them. 

Mr.  Summers.  I  have  had  some  experiences  where  some  people 
have  read  certain  things  I  have  written,  Senator,  that  have  led  me 
to  think  that  in  at  least  one  case  I  would  have  preferred  to  have 
been  associated  with  a  little  less  writing. 

Senator  D'Amato.  I  have  to  tell  you  I'm  impressed  by  the  areas 
that  you  have  touched,  not  only  in  your  verbal  presentation,  but  in 
the  material  that  you  have  submitted. 

Mr.  SUMMERS.  Thank  you  very  much. 

Senator  D'Amato.  And  I  join  the  Chairman  in  urging  that  we 
take  a  position  that  amounts  to  a  call  for  fairness  in  implementa- 
tion of  policies,  even  if  it  is  done,  as  you  have  indicated  and  the 
Secretary  has  indicated,  behind  closed  doors  so  as  not  to  embarrass 
people,  but  rather  to  achieve  results,  it  is  extremely  important. 

It's  important  to  the  psychology  of  having  any  agreement  that 
has  a  public  confidence  that  they  see  that  not  only  do  we  put  the 
protections  in  the  law,  but  that  they  are  adhered  to  and  that  they 
are  not  given  waivers  and  that  we  don't  have  any  company  come 
in  and  make  a  case  that  they  all  look  the  other  way  and  have  our 
own,  because  you  know  many  of  the  policies  as  it  relates  to  trade 
and  looking  the  other  way  as  it  relates  to  enforcement  take  place 
as  a  result,  or  have  taken  place  historically  as  a  result  of  some  of 
the  Fortune  500  coming  in  and  doing  business  with  various  con- 
cerns abroad  almost  becoming  lobbyists  on  behalf  of  those  govern- 
ments because  they  want  to  maintain  their  relations  and  their  good 
profitability  in  the  countries  that  they  do  business  with. 

It's  just  not  some  foreign  corporation  or  Government.  Sometimes 
it's  our  own  people  who  have  their  own  greed  and  look  for  their 
own  improvement  do  it  at  the  expense  of  overall  policy,  and  people 
become  angry  and  disturbed. 

I  have  to  tell  you  coming  from  New  York  there  are  a  number  of 
people  in  the  financial  community,  I  can't  even  raise  their  names 
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because  otherwise  they  become  targets,  but  who  are  concerned 
about  being  shut  out  unfairly  in  the  financial  marketplaces  of  coun- 
tries abroad.  I  won't  be  any  more  specific,  but  I  am  very  encour- 
aged that  you  have  touched  on  that  area.  You  obviously  are  aware 
of  the  concern  of  the  Chairman. 

I  want  to  join  him  in  commending  your  attention  to  that  and 
hope  that  we  can  call  upon  your  leadership  and  your  intellectual 
acumen  and  knowledge  in  this  area  to  be  an  advocate  for  fairness. 
I  look  forward  to  working  with  you,  and  I  thank  you  for  coming 
today  and  also  Senator  Moynihan,  my  distinguished  senior  Senator 
and  Senator  Bentsen  for  making  you  available.  I  hope  that  we  will 
have  the  opportunity  to  work  together  in  the  future  to  deal  with 
some  of  the  inequities. 

And  I  thank  the  Chairman  for  giving  me  the  opportunity  of  mak- 
ing those  thoughts  to  the  distinguished  Under  Secretary  to  be. 

Mr.  Summers.  Thank  you  very  much,  Senator  D'Amato,  and  I'm 
confident  that  if  I  am  confirmed  I  will  be  back  here  before  too  ter- 
ribly long. 

The  Chairman.  Let  me  raise  with  you  a  matter  that  the  Presi- 
dent addressed  in  his  press  conference  the  other  day.  You're  prob- 
ably familiar  with  this,  but  let  me  just  take  you  back  through  it. 

Before  Senator  D'Amato  gets  distracted  here,  this  is  about  the 
MPV  issue,  which  you've  given  great  leadership  to  in  the  Senate, 
and  I  have  as  well.  So  this  is  an  issue  that  matters  a  lot  to  the 
two  of  us  and  a  good  many  others. 

The  President  was  asked  a  question  in  his  press  conference  this 
week  on  that  issue,  as  you  may  know,  on  the  MPV  tariff  issue.  I 
won't  repeat  the  question,  but  I  will  put  it  in  the  record  so  it's 
there  and  the  full  text  of  the  President's  answer. 

He  was  asked  by  the  reporter  if  he  had  changed  his  mind  on  the 
subject  because  he  had  expressed  himself  in  the  campaign  that  he 
was  upset  about  the  MPV  issue  and  the  way  that  tariff  classifica- 
tion had  been  changed  by  the  Treasury  Department  overruling  the 
Customs  Service. 

And  let  me  tell  you  what  the  President  said,  and  I  do  want  to 
read  this  into  the  record  because  you  are  here  as  his  nominee. 

He  says: 

No,  I  haven't  changed  my  mind  on  that  subject.  That  issue  is  now  under  review 
along  with  a  number  of  issues  relating  to  our  trade  relations  with  Japan.  Let  me 
just  say  this.  I  had  hoped  and  still  hope  to  engage  the  Japanese  Government  in  an 
ongoing  dialog  across  the  whole  broad  range  of  these  issues.  If  you  look  at  the  his- 
tory of  American  trade  relationships,  the  one  that  never  seems  to  change  very  much 
is  the  one  with  Japan. 

Now  this  is  the  President  talking. 

That  is  we're  sometimes  in  a  position  of  trade  deficit,  but  we're  often  in  a  position 
of  trade  surplus  with  the  European  Community.  We  once  had  huge  trade  deficits 
with  Taiwan  and  South  Korea,  but  that  has  changed  now  quite  a  bit.  They  move 
up  and  down.  But  the  persistence  of  the  surplus  that  the  Japanese  enjoy  with  the 
United  States  and  with  the  rest  of  the  developed  world  can  only  lead  one  to  the  con- 
clusion that  the  possibility  of  obtaining  real  even  access  to  the  Japanese  market  is 
somewhat  remote.  And  I  was  and  I  will  say  again  I  was  astonished  that  the  Bush 
administration  overruled  it's  own  Customs  Office  and  gave  a  $300  million  a  year 
freebie  to  the  Japanese  for  no  apparent  reason  and  we  got  nothing,  and  I  emphasize 
nothing  in  return.  So,  no,  I  haven't  changed  my  position  about  that.  I  did  hope,  you 
know,  to  put  it  in  the  context  of  a  larger  set  of  trade  issues  to  be  raised  first  with 
the  Japanese  government  before  acting  unilaterally,  but  my  own  opinion  about  that 
has  not  changed. 
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That's  a  pretty  strong  statement  from  the  President,  and  it's 
quite  current.  It  was  said  this  week.  Do  you  agree  with  this? 

Mr.  Summers.  I  support  the  President's  policy  and  will  partici- 
pate in  the  review  that  he  referred  to  in  that  statement. 

The  Chairman.  Why  do  you  suppose  he  is  upset  about  it? 

Mr.  Summers.  I  would  hesitate  to  try  to  describe  his  motives,  but 
the  statement  points  up  a  very  clear  and  continuing  problem  of 
Japanese  trade  surpluses,  and  particularly  one  that  raises  concern 
in  light  of  the  fact  that  they're  expecting  an  increase  over  the  next 
year  or  two. 

The  Chairman.  I  think  there  is  a  tendency  in  academic  circles 
to  take  a  dive  on  these  issues,  if  I  may  say  so  very  bluntly.  The 
time  I  spent  at  the  Harvard  Business  School  working  in  the  doc- 
toral program  there  and  going  over  to  the  other  side  of  the  river 
and  doing  some  work  there,  I  think  there  is  a  large  gossamer  view 
of  these  trading  relationships,  and  most  of  the  people  who  argue 
for  free  trade  when  we  don't  have  a  lot  of  free  trade,  quite  frankly, 
are  people  that  are  well  insulated  from  it  and  don't  take  it  on  di- 
rectly. 

I've  often  felt,  for  example,  that  if  newspaper  columnists  and  edi- 
torial writers  were  directly  threatened  today  by  75  cent  an  hour 
editorial  writers  down  in  Mexico  that  the  first  group  that  would  be 
at  my  door  trying  to  tear  the  door  off  the  hinges  to  get  in  and  com- 
plain about  the  NAFTA  agreement  would  be  the  editorial  writers. 
But  they  feel  quite  insulated  from  that  kind  of  price  competition  in 
their  line  of  work. 

So  they  take  quite  a  different  view  than  I  think  I've  seen  other 
times  when  I've  had  newspapers  come  in,  for  example,  seeking  joint 
operating  agreements  so  they  would  haven't  compete  with  another 
newspaper  across  town.  They've  asked  for  a  Government  monopoly 
to  prevent  that  from  happening  because  the  competition  from  the 
newspaper  down  the  street  was  too  intense,  let  alone  third  world 
wages  from  a  competing  country,  whether  it  be  Mexico  or  some 
other  country. 

I've  found  those  kinds  of  contradictions,  but  I  detect  in  what  the 
President  says  here  some  strong  feeling  about  this  problem.  I  hope 
you  have  the  same  strong  feeling,  because  if  you  don't,  then  I  think 
you  need  to  review  the  problem  because  you're  going  to  have  to  do 
something  about  this. 

I  mean  you  have  an  opportunity  as  a  representative  of  this  ad- 
ministration in  this  position  to  get  out  on  the  front  line  and  do 
something  about  this  and  not  be  oashful  about  it,  and  I  really  ex- 
pect that  to  happen. 

Now  having  said  that,  I  think  I  know  enough  about  the  world 
from  which  you  come  that  if  you're  very  hard  nosed  about  these  is- 
sues, some  of  your  close  friends  back  at  Harvard  and  other  places 
are  going  to  say  what  happened  to  Larry  Summers,  you  know,  he 
used  to  be  one  of  us  and  he  used  to  be  part  of  the  mantra  of  free 
trade  and  so  forth,  and  all  of  a  sudden  he  is  out  there  being  very 
tough  with  the  Japanese. 

I  nope  you're  not  going  to  have  a  problem  with  that  because  the 
Japanese  have  no  problem  being  tough  with  us,  and  they've  had 
now  a  trade  surplus  in  the  aggregate  in  merchandise  items  since 
1980  that  exceeds  $500  billion  ana  it  has  really  hurt  this  country. 
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Now  that  isn't  to  say  that  somebody  that  goes  down  to  a  local 
retail  establishment  and  buys  a  low-priced  T-shirt  that  has  been 
imported  from  another  country  doesn't  think  they're  getting  a  bar- 
gain, but  we  can't  afford  to  have  another  half  a  trillion  dollars  run 
off  to  Japan  over  the  next  decade,  and  anybody  that  thinks  that 
anywhere  in  this  country,  you  know,  is  working  off  a  textbook  that 
doesn't  really  have  any  relevance  to  the  world  we're  in. 

So  I  hope  that  you'll  find  that  you  can  be  an  aggressive  front-line 
player  in  terms  of  carrying  out  the  kind  of  policy  that  I  think  the 
President  is  calling  for  here,  and  I  don't  see  it  as  an  unfair  policy. 
I  think  he's  saying  that  we've  got  to  have  access  to  these  foreign 
markets  in  financial  services,  in  auto  parts  and  in  other  things  and 
we  can't  wait  forever. 

Japan  today  has  an  unemployment  rate  of  about  2V2  percent. 
They  have  just  announced  a  huge  infrastructure  investment  pro- 
gram that  dwarfs  anything  we're  talking  about  in  this  country  and 
they're  doing  it  all  with  our  money,  money  that  we  used  to  have 
and  we've  exchanged  for  their  goods  and  which  they  now  have.  So 
they're  moving  ahead. 

Unemployment  in  our  country  is  hovering  around  7  percent,  but 
we've  got  17  million  people  that  are  either  unemployed  or  under- 
employed or  working  part  time  because  they  can't  find  full-time 
work. 

So  I  would  hope  that  you  feel  very  comfortable  with  what  the 
President  has  said  here  and  that  if  you've  got  to  do  the  down  field 
blocking  even  with  some  of  your  old  colleagues  that  will  wring  their 
hands  and,  you  know,  express  great  anxiety  at  the  fact  that  the 
President  is  getting  tough  with  the  Japanese  on  trade  cheating.  I 
hope  you  will  feel  that  you  can  be  pretty  outspoken  about  it.  I 
mean  you  have  a  reputation  for  being  blunt  and  to  the  point.  I  like 
that  about  you,  and  I  hope  you  will  feel  you  can  be  in  this  area. 

Mr.  SUMMERS.  I  certainly  intend  to  be,  Senator.  As  I  think  you 
can  understand,  I  am  not  in  a  position  to  preempt  the  Secretary 
of  the  Treasury  or  the  President  by  saying  anything  very  specific. 

I  would  just  say  that  I  think  there  has  been  some  evolution  in 
the  academic  community's  thinking  in  this  general  area  in  the  gen- 
eral direction  of  the  views  that  you  would  support.  The  persistence 
of  the  trade  surplus  of  certain  countries  has  come  as  a  surprise  to 
some  people  and  it  has  led  them  to  think  seriously  about  policies 
that  they  would  not  perhaps  have  gravitated  toward  some  years 
ago.  So  I  think  the  divide  you  suggest  between  economists  and  oth- 
ers is  less  pronounced  today  than  it  would  have  been  say  when 
these  issues  were  being  debated  with  some  heat  in  the  early  and 
mid  1980's.  But  I  take  the  measure  of  what  you  say. 

The  Chairman.  I  appreciate  that,  and  I  think  the  appointment 
of  Laura  Tyson  as  Chairman  of  the  Council  of  Economic  Advisers, 
Chairperson  of  the  Council  of  Economic  Advisers  is  something  of  an 
illustration  of  that.  I  mean  she  has  taken  her  share  of  editorial 
brick  bats  for  focusing  on  this  problem  of  these  persistent  bilateral 
deficits  that  don't  go  away  no  matter  of  efficient  one  may  be  in  a 
given  area,  and  they  don  t  yield  to  the  economic  models  because 
they  don't  fit  the  economic  models.  It's  an  anomaly  because  it's  a 
contrived  anomaly  and  it  has  to  be  I  think  addressed  and  dealt 
with  in  that  fashion. 
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I'll  just  say  one  other  thing  about  it  and  then  move  to  a  different 
issue,  and  that  is  I  got  a  letter  the  other  day  from  a  man  down  in 
Texas  with  a  graduate  degree  is  who  out  of  work  and  has  been  now 
through  three  different  retraining  programs  and  writes  a  very  co- 
herent letter.  He  was  writing  in  some  despair  having  watched  one 
of  the  hearings  up  here  saying  that  he  has  been  through  now  three 
retaining  programs  and  still  can't  find  a  job. 

I'm  finding  increasingly  that  retraining  is  a  euphemism.  In  other 
words,  we  talk  about,  we  say  we'll  take  care  of  the  unemployed 
through  retraining,  but  we  don't  have  any  jobs  at  the  other  end  of 
the  retraining  process  in  sufficient  amount  to  absorb  people  that 
are  going  through  retraining,  and  this  job  problem  is  now  so  seri- 
ous, the  job  loss  problem  and  the  adequacy  of  replacement  jobs.  If 
you  go  to  California  you  see  it  in  one  form  because  they've  got  all 
of  the  defense  downsizing  going  on  and  a  lot  of  financial  service 
people  out  of  work  and  they  are  not  readily  absorbable. 

There  was  a  cover  story  on  the  front  of  Fortune  Magazine  the 
other  day  about  people  who  earn  from  say  $35,000  to  $150,000  a 
year  that  have  lost  their  jobs  and  are  now  out  in  that  pool  of  unem- 
ployed people  and  are  finding  it  exceedingly  difficult  to  get  back 
into  the  work  system.  In  effect  no  one  wants  them.  They  certainly 
don't  want  them  at  the  skill  level  that  they  have  achieved.  So  the 
backward  slide  down  into  something  else  is  so  dramatic  that  it's  a 
brand  new  kind  of  problem  in  America  and  it  obviously  relates  to 
the  international  economy  and  trading  pictures  as  part  of  it. 

I'm  finding  that  up  and  down  the  wage  scale.  In  other  words, 
Fortunate  Magazine  zeroed  in  on  that  white  collar  upscale  part  of 
the  work  force,  but  I  must  tell  you  for  industrial  type  workers  in 
States  like  Michigan  there  is  really  a  sense  of  desperation  about 
the  ground  being  eroded  out  from  under  people's  feet  both  them- 
selves of  they  say  are  in  their  50's  or  40's  and  have  a  good  solid 
work  career,  and  as  the  plants  close  as  the  jobs  disappear  there 
really  is  no  replacement  work  that's  anywhere  within  the  range  of 
what  they  are  very  skilled  at  doing. 

And  even  worse  in  some  respects  are  their  sons  and  daughters 
who  are  coming  through  college  now  often  at  great  sacrifice  and  are 
coming  out  with  good  solid  academic  performance  and  good  creden- 
tials that  they've  earned  in  that  fashion  and  no  one  wants  them. 
I  mean  they're  coming  out  and  they  are  coming  out  into  a  relatively 
barren  job  landscape. 

What  I'm  encountering  for  the  first  time  is  a  kind  of  disillusion- 
ment and  bitterness  from  families  that  have  played  by  the  rules 
and  have  worked  hard  and  have  sacrificed. 

I  talked  to  a  woman  the  other  day  that  has  two  daughters  that 
have  just  graduated  from  two  very  good  universities  in  the  State 
of  Michigan,  both  of  whom  are  unemployed.  One  was  trained  as  a 
teacher  and  the  other  was  trained  in  another  professional  field. 
Neither  can  find  work  even  though  they  had  outstanding  academic 
records.  They  were  participating  in  outside  activities,  and  the  fam- 
ily has  gone  through  the  sacrifice  to  get  them  through,  and  the 
mother  is  feeling  a  real  sense  of  disillusionment  about  what  is  hap- 
pening to  our  country  and  what  the  future  holds. 
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I  don't  think  we've  got  a  lot  more  time  that  we  can  afford  to  be 
in  the  wheel  spinning  phase  in  terms  of  figuring  out  how  we  get 
job  growth  going. 

When  you  look  around  the  world  right  now  and  you  look  at  the 
softness  of  the  economy  in  Canada,  for  example,  and  obviously  it 
has  taken  its  toll  on  Brian  Mulroney  who  has  decided  he  is  not 
going  to  run  again.  It's  not  the  only  factor  at  work.  A  lot  of  people 
up  there  by  the  way  don't  like  the  Free  Trade  Agreement  between 
ourselves  and  Canada. 

You  look  in  Europe  and  you  see  a  lot  of  job  softness  there  and 
pretty  much  around  the  world.  I  know  when  John  Major  was  here 
he  apparently  said  to  the  President  that  he  hoped  that  he  would 
hang  tough  for  a  stimulus  program  because  they  would  like  to  see 
our  economy  at  more  buoyant  level  to  help  them  try  to  work  their 
way  out  of  some  of  the  weakness  in  their  situation. 

Can  you  give  me  an  assessment  as  you  look  around  the  world 
now  just  of  the  world  economic  picture  and  the  degree  to  which  we 
are  getting  lift  or  not  sufficient  lift  and  sort  of  take  it  in  whatever 
summary  works  best  for  you  and  how  you  see  the  world  economy 
going  these  days  and  how  that  relates  to  where  we  are  in  this 
semi-recovery,  and  certainly  not  much  of  a  jobs  recovery  and  where 
you  see  us  going  over  say  the  next  six  months  or  12  months. 

Mr.  Summers.  I  must  just  make  one  domestic  observation  and 
then  an  international  observation.  You  referred  to  the  problem  of 
workers  who  were  retrained  still  not  able  to  get  jobs.  I  think  that's 
why  the  kind  of  stimulus  package  that  is  included  in  the  Presi- 
dent's plan  is  so  important  as  a  complement  to  longer  term  struc- 
tural measures.  It's  absolutely  critical  to  train  people,  but  unless 
the  jobs  are  there  it  doesn't  serve  a  purpose.  So  we  need  to  be  sure 
that  we  have  the  demand  as  well  as  the  supply  and  that  they  go 
together. 

Some  of  the  research  that  I  had  done  earlier  that  Senator 
D'Amato  referred  to  earlier  was  directed  at  highlighting  the  signifi- 
cance of  the  problem  of  long-term  unemployment  and  in  particular 
highlighting  the  aspect  that  in  many  ways  iobs  are  like  a  forest. 
You  can  cut  it  down  very  quickly,  but  it  takes  a  long  time  for  it 
to  grow  itself  back,  and  that  points  to  the  importance  in  maintain- 
ing demand. 

As  far  as  the  world  economy  is  concerned,  there  are  serious  eco- 
nomic problems  everywhere,  but  in  the  United  States  we  at  least 
have  a  recovery  underway,  and  there  is  some  evidence  that  that  re- 
covery is  gathering  a  bit  of  steam. 

In  Europe  prospects  for  growth  are  much  weaker.  Real  interest 
rates  are  at  very  high  levels.  Some  countries  are  caught  in  debt 
traps  where  on  the  one  hand  their  economies  are  weak  and  on  the 
other  hand  they  have  very  large  budget  deficits,  far  larger  than 
ours.  It's  very  difficult  for  them  to  engage  in  fiscal  stimulus,  so  the 
problem  is  very  serious.  The  European  growth  looks  to  be  very  slow 
this  year. 

The  Japanese  economy  is  still  working  off  the  financial  strains 
that  were  created  by  the  bubble  economy  of  the  late  1980's,  so  de- 
mand growth  in  Japan  in  the  past  has  not  been  as  strong  as  we 
would  have  liked  it.  The  Japanese  economy  has  not  grown  as  fast 
as  was  forecast,  and  some  private  forecasts  for  this  year  point  to- 
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ward  quite  minimal  growth  in  Japan.  Other  forecasts  points  to- 
ward more  modest  growth  for  Japan. 

But  there  is  no  question  that  in  Europe  and  in  Japan  over  the 
next  year  the  growth  of  demand  will  be  less  rapid  than  the  growth 
of  potential  to  produce  goods  and  services,  and  that  raises  ques- 
tions about  employment  in  those  countries.  It  suggests  the  impor- 
tance in  terms  of  growth  in  world  markets  of  measures  to  increase 
the  rate  of  growth  in  those  countries,  and  that's  something  that  is 
discussed  very  actively  in  these  various  fora  for  G-7  macro- 
economic  cooperation. 

The  Chairman.  If  you  take  what  you've  just  said,  which  I  think 
is  very  important  with  respect  to  Europe  and  Japan,  where  they 
are  and  what  their  prospects  are  out  as  far  as  we  can  see,  are  there 
other  areas  of  the  world  that  are  poised  right  now  to  be  significant 
economic  engines  for  growth  that  you  can  comment  on,  or  what  do 
we  find  in  the  other  areas  that  are  certainly  not  of  the  size  of 
Japan  and  Europe  in  terms  of  where  they  are  and  the  degree  to 
which  they  can  pull  the  train? 

Mr.  Summers.  The  economies  of  East  Asia  continue  to  grow  very, 
very  rapidly,  perhaps  slightly  less  rapidly  than  they  have  in  the  re- 
cent past,  but  still — and  I  don't  have  the  figures  in  front  of  me — 
in  many  of  the  countries  in  excess  of  five  percent.  So  their  economic 
scale  is  increasing.  The  Chinese  economy  has  in  the  recent  past  en- 
joyed very,  very  rapid  growth. 

In  Latin  America  growth  has  been  increasing  year  by  year  after 
a  very,  very  difficult  period  in  the  1980's,  but  it  is  still  not  up  near 
the  level  that  was  reached  in  East  Asia. 

In  Africa  there  are  encouraging  signs  in  some  countries,  but  the 
situation  remains  very  difficult. 

The  Chairman.  If  you  take  it  all,  I  mean  if  you  take  the  brighter 
spots  and  you  take  into  account  their  relative  size  in  terms  of  the 
world  economy,  how  much  economic  train  pulling  capacity  globally 
is  there  coming  from  those  areas? 

Mr.  Summers.  Not  as  much  as  there  should  be  because  the  lion's 
share  of  the  world's  output  is  still  produced  in  the  industrialized 
countries.  With  Japan  relatively  weak  and  Europe  relatively  weak 
compared  to  where  we  would  like  them,  there  is  not  the  kind  of 
growth  that  we  would  like  to  see  or  that  the  developing  world 
would  like  to  see  because  slow  growth  in  the  industrialized  world 
inevitably  has  a  strong  impact  on  growth  in  the  developing  world. 

That's  why  it  is  so  important  in  this  period  leading  up  to  the 
Tokyo  Summit  that  nations  work  to  develop  coordinated  strategies 
of  growth  and  for  job  creation. 

The  Chairman.  Now  some  people  assert  that  if  you  look  at  it  in 
a  chain  of  events  way  that  Germany  is  maybe  the  most  critical 
player.  I  mean  the  Japanese  are  trying  to  do  some  fiscally  expan- 
sive things  now.  They've  got  a  big  infrastructure  program  they 
have  announced  and  they  are  doing  certain  other  things.  They  are 
in  a  better  position  than  most  to  try  to  do  some  things. 

Would  it  be  your  view  that  a  further  reduction,  I  mean  I  realize 
there  are  problems  in  getting  it  to  happen,  but  if  there  were  a  fur- 
ther reduction  in  German  interest  rates  would  that  be  one  of  the 
events  that  could  trigger  follow-on  events  that  could  start  to  pro- 
vide more  global  economic  lift? 
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Mr.  Summers.  Lower  interest  rates  in  Europe  could  of  course 
make  an  important  contribution  to  global  growth.  Part  of  what  is 
important  is  laying  the  structural  preconditions  for  lower  interest 
rates  through  reduced  budget  deficits  and  through  settlements  that 
offer  the  possibility  of  reasonably  restrained  rates  of  inflation.  But 
there  is  no  question  that  lower  interest  rates  in  Europe  are  part 
of  where  we  want  to  go. 

The  Chairman.  I'm  all  for  the  President's  stimulus  package,  and 
we've  just,  as  you  know,  reported  out  the  budget  document  and 
now  we're  moving  on  the  stimulus  package  and  we're  in  something 
of  a  debate  on  that  right  now  on  the  Senate  floor. 

I  would  be  in  favor  of  even  a  bigger  package.  That  happens  to 
be  where  I'm  coming  from.  Leaving  that  aside  though,  the  effort 
that  we're  trying  to  move  in  that  direction,  if  we  don't  get  the  rest 
of  the  world  in  more  of  a  growth  upswing  here,  to  what  extent  does 
that  really  hem  us  in  in  terms  of  what  we  can  hope  to  accomplish 
within  our  own  economy? 

I  mean  it  seems  to  me  that  one  of  the  things  that  is  a  fact  of 
life  in  1993  is  that  you  really  do  have  a  global  economy,  and  while 
we've  got  our  own  problems  that  we're  trying  to  deal  with  and  ad- 
just to  and  a  new  administration  with  a  change  strategy,  and  I 
think  a  much  better  strategy,  that  we're  still  having  to  function 
within  the  pattern  of  these  global  economic  circumstances  which  is 
really  your  purview  and  which  you've  just  commented  on.  But 
doesn't  that  really  limit  at  least  for  now  the  degree  to  which  we 
can  expect  to  get  a  strong  expansion  in  this  country  unless  we  start 
to  see  something  that  is  more  encouraging  on  the  international 
scene? 

Mr.  Summers.  Senator,  greater  global  growth  is  very  important 
and  it  makes  a  big  difference  by  increasing  our  exports.  It's  some- 
thing that  we  have  to  do  all  that  we  can  to  bring  about. 

I  would  emphasize  in  thinking  about  the  economic  outlook  ahead, 
in  addition  to  the  global  picture,  the  fact  that  long-term  bond  yields 
have  fallen  by  nearly  a  full  percentage  point  since  the  election. 
That  decline  has  reflected  the  rising  awareness  and  rising  assess- 
ment that  it  was  likely  that  there  would  be  the  kind  of  plan  that 
the  President  ultimately  proposed.  That  proposal,  with  movement 
in  the  direction  of  fiscal  consolidation  in  the  long  run  has  been  as- 
sociated with  this  quite  substantial  decline  in  interest  rates. 

Nobody  can  give  a  precise  estimate  of  how  much  each  one  basis 
point  reduction  in  interest  rates  means  for  extra  demand,  but  I 
would  suggest  that  if  you  consider  the  stimulus  to  the  housing 
market,  the  stimulus  to  the  stock  market  and  the  stimulus  in 
terms  of  reduced  corporate  borrowing  costs  then  that  reduction  in 
interest  rates  has  had  a  very  substantial  effect  and  probably  a  larg- 
er effect  than  anything  that  anybody  would  talk  about  in  the  con- 
text of  a  direct  debate  over  fiscal  stimulus. 

The  Chairman.  I'm  inclined  to  agree  with  that,  and  I  think  it's 
very  difficult,  as  you  say,  to  track  it  through  in  a  time  series  6 
months,  12  months,  18  months  into  job  creation  and  other  kinds  of 
things  because  we're  not  all  that  skilled  at  measuring  that  right 
now  and  I  hope  we'll  see  a  lot  of  that. 
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Can  you  tell  me  from  memory  when  we  were  in  the  middle  of  the 
1930's  in  a  depression  what  long  interest  rates  would  have  been 
roughly? 

Mr.  Summers.  Very  low. 

The  Chairman.  Two  percent,  3  percent? 

Mr.  Summers.  I  don't  know  precisely,  but  very,  very  low,  al- 
though at  that  point,  for  a  significant  part  of  that  period,  we  were 
in  a  period  of  deflation.  So  real  interest  rates  were  extremely  high. 

The  Chairman.  We've  been  going  through  a  period  of  deflation 
here  in  certain  categories  of  the  economy. 

Mr.  Summers.  Absolutely. 

The  Chairman.  We've  been  going  through  a  big  deflation  of  real 
estate  values  and  a  lot  of  other  things  that  have  deflated  in  effect. 
I  want  lower  long-term  rates,  too,  but  I  think  it  would  be  fair  to 
say  that  there  is  a  flip  side  to  low  long-term  rates.  You  can  start 
to  bring  your  long-term  rates  down  also  because  you  get  an  eco- 
nomic sickness  going  that  isn't  being  corrected.  So  you  can  end  up 
in  the  end  if  you  take  that  path  of  getting  interest  rates  that  are 
very  low  because  you've  got  an  economic  paralysis  occurring. 

I'm  not  saying  that's  where  we're  heading,  but  I  think  the  risks 
in  the  picture  today  are  of  a  scale  and  of  a  sort  that  I  don't  think 
we've  seen  in  contemporary  times,  and  it  has  been  very  interesting 
as  Alan  Greenspan  has  come  in  here  to  testify  and  before  the  Fi- 
nance Committee  also  just  this  last  week  that  he  has  said  a  num- 
ber of  times  in  different  forums  but  essentially  the  same  words 
that  there  is  this  extraordinary  new  set  of  economic  conditions  that 
the  Fed  itself  has  had  a  very  hard  time  of  making  sense  out  of.  It's 
one  of  the  reasons  they  adjusted  monetary  policy  23  times  to  try 
to  get  a  policy  that  seemed  to  be  working. 

He  seems  to  feel  a  little  better  about  it  now,  but  it  has  been  quite 
a  long  period  of  time  and  he  has  been  frank  to  say  that,  you  know, 
things  they've  done  in  the  past  which  had  a  certain  effect  they've 
tried  this  time  around  and  it  didn't  have  the  same  effect.  So  they 
been  kind  of  trying  to  feel  their  way  to  an  effective  policy  and  it 
has  taken  quite  a  long  period  of  time.  I  think  George  Bush  and 
Nick  Brady,  wherever  they  are  today,  think  it  took  too  long  from 
their  vantage  point,  but  be  that  as  it  may. 

I'm  concerned  that  we've  got  to  get  some  lift  into  this  situation, 
and  I  couldn't  agree  with  you  more.  The  President's  stimulus  pack- 
age, I  think  we  need  every  dime  of  it.  If  anything,  it's  probably 
smaller  than  it  needs  to  be  in  terms  of  the  issue  of  now  do  you  get 
private  sector  job  growth  going  and  get  some  economic  engine  train 
pulling  capacity  underway  here. 

Let  me  move  to  anotner  area.  Lester  Thoreau,  a  colleague  of 
yours  up  in  Cambridge,  he  has  appeared  before  the  Senate  Bank- 
ing Committee  a  number  of  different  times,  but  he  was  here  and 
he  commented,  and  this  was  last  July,  on  the  free  trade  agreement 
with  Mexico,  and  let  me  just  give  you  his  quote. 

He  said: 

I  think  the  free  trade  agreement  with  Mexico  makes  sense  if  we're  willing  to  do 
one  thing,  have  a  massive  reeducation  and  retraining  program  for  the  worst  edu- 
cated one  third  of  Americans,  because  if  you  don't,  they  are  going  to  take  the  biggest 
wage  cut  you  have  ever  seen,  because  in  a  world  of  free  trade  the  bottom  third  of 
the  American  population  will  have  to  work  for  Mexican  wages  because  they  aren't 
more  skilled  than  Mexicans. 
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He  went  on  in  that  vein  and  we  talked  about  it  for  a  period  of 
time. 

Do  you  agree  with  that? 

Mr.  Summers.  In  terms  of  the  full  scale  of  that  remark,  that  a 
third  of  the  wages  of  American  workers  would  approach  Mexican 
workers,  that  frankly  does  not  strike  me  as  a  realistic  prospect  in 
the  near  term. 

I  do  believe  that  the  concern  that  is  being  expressed  is  a  very  im- 
portant and  serious  one,  and  that's  why  in  connection  witn  the 
NAFTA  the  President  has  put  emphasis  on  a  side  agreement  affect- 
ing labor  standards.  The  President  has  made  clear  a  commitment 
to  greatly  increase  investment  in  people,  and  in  particular  in  those 
who  are  dislocated  in  order  to  make  sure  that  this  works  out  for 
the  best. 

I  think  that  the  analysis,  when  it  is  put  so  starkly,  leaves  out 
a  very  important  thing,  which  is  the  jobs  that  are  created  by  the 
increased  exports  to  Mexico.  Those  jobs  are  also  good  jobs  and  in 
many  cases  they  are  better  jobs  than  the  jobs  that  are  lost. 

So  I  don't  think  this  is  a  question  that  can  be  approached  aca- 
demically by  saying  that  free  trade  is  a  good  thing  and  therefore 
free  trade  agreements  are  a  good  thing.  It  s  a  question  that  has  to 
be  approached  pragmatically.  But  I  believe,  as  the  administration 
believes,  that  it  is  possible  to  craft  a  good  NAFTA  and  a  NAFTA 
that  will  help  American  workers  of  all  kinds. 

The  Chairman.  So  do  I  take  that  to  mean  then  that  you  think 
these  side  agreements  that  the  President  has  talked  about  are  real- 
ly critical  to  having  something  that  can  work? 

Mr.  Summers.  The  President,  the  Ambassador  and  others  in  the 
administration  have  made  clear  the  importance  they  attach  to  the 
side  agreement  negotiations,  and  I  share  that  view. 

The  Chairman.  Do  they  have  to  be  enforceable? 

Mr.  Summers.  They  have  to  be  effective.  They  have  to  be  effec- 
tive in  serving  the  objective  of  protecting  American  workers  and 
protecting  the  environment.  I'm  not  in  a  position  to  preempt  others 
by  talking  about  the  specifics  of  the  negotiation. 

The  Chairman.  Are  you  aware  of  whether  there  are  any  provi- 
sions in  the  current  NAFTA  agreement  dealing  with  restrictions  on 
currency  devaluation  which  is  really  in  your  bailiwick? 

Mr.  Summers.  To  my  knowledge,  there  are  no  provisions  that  ex- 
plicitly address  currency  depreciation.  There  are  safeguard  provi- 
sions in  the  NAFTA  that  would  address  the  question  of  substantial 
increases  in  the  flow  of  exports  from  one  country  to  another,  such 
as  some  people  might  worry  would  follow  an  adjustment  to  an  ex- 
change rate. 

The  Chairman.  Well  let  me  ask  you  this  question  because  I  think 
this  is  a  real  risk,  and  that  is  let's  say  we  go  ahead  and  adopt  the 
NAFTA,  and  then  the  Mexicans  devalue  the  peso  by  20  percent. 
What  would  the  effect  of  that  be? 

Mr.  Summers.  Devaluations  have  competitive  effects.  I  would 
look  at  it  a  different  way  though.  One  of  the  very  important  consid- 
erations that  influence  exchange  rates  is  the  flow  of  capital.  The 
flow  of  capital  into  Mexico  which  sustains  an  exchange  rate  and  po- 
tentially sustains  an  even  stronger  exchange  rate  is  closely  related 
to  the  business  opportunities  that  are  created  by  the  NAFTA.  So 
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the  concerns  about  the  Mexican  exchange  rate,  it  seems  to  me, 
would  potentially  be  more  serious  without  movement  forward  in  a 
NAFTA  negotiation. 

The  Chairman.  A  lot  of  people  around  who  follow  this  closely  are 
concerned  that  we  could  see  a  situation  where  we  cut  this  deal  and 
you  would  see  a  devaluation  of  the  peso,  and  all  of  the  sudden  what 
was  negotiated  on  one  basis  has  been  undercut  and  you  have  a  sit- 
uation where  you've  really  destabilized  the  agreement  with  cur- 
rency changes,  and  I  would  assert  to  you  that  we've  had  this  prob- 
lem and  our  own  Government  has  ascertained  that  we've  had  this 
problem  with  Communist  China  where  they  have  played  the  cur- 
rency game  in  order  to  manipulate  trade  activity. 

Mr.  Summers.  Certainly  it's  something  we'll  need  to  look  into 
very  carefully  as  part  of  tne  Treasury's  process  of  examining  inter- 
national policies  in  general  and  exchange  policies  in  particular. 

The  Chairman.  Well  I  think  you've  got  to  do  more  than  that.  I 
think  you've  got  to  do  it  with  respect  to  NAFTA.  I  mean  NAFTA 
is  the  thing  that's  coming  right  down  the  track  at  you,  and  there 
has  got  to  be  an  answer  in  the  context  of  NAFTA  as  to  what  hap- 
pens here  if  we  find  ourselves  locking  in  an  arrangement  on  one 
basis  and  then  all  of  the  sudden  a  change  comes  in  an  area  where 
it's  really  your  area  of  responsibility  and  nobody  has  taken  that 
into  account  and  there  were  no  arrangements  or  understandings 
and  all  of  the  sudden  we  find  that,  you  know,  we  get  a  fault  line 
change  that  could  be  very  hurtful  to  this  country  and  very  hurtful 
to  the  job  problem  that  we  already  have  here. 

So  I  want  to  talk  further  with  you  about  that  because  I  see  that 
as  a  real  risk,  and  I  don't  think  it  has  been  one  that  has  gotten 
into  the  center  of  the  radar  screen  because  I  think  we  tend  to  be 
too  casual  about  these  things.  I  think  as  a  system  we  tend  to  be 
very  casual  about  the  other  guy's  job.  We  get  quite  focused  about 
it  when  it's  our  job,  but  when  it's  somebody  across  town  or  some- 
where else,  you  know,  that's  the  way  the  system  works.  That  is  a 
real  problem  for  us  and  something  we're  going  to  have  to  deal  with. 

Secretary  Bentsen  when  he  was  at  his  confirmation  hearing  was 
talking  about  this  issue  of  free  trade  and  financial  services,  and  he 
said,  and  I'm  quoting  him: 

The  touchstone  of  our  trade  policy,  including  international  negotiations  on  finan- 
cial services,  is  that  we  must  demand  reciprocity. 

Is  that  your  view  as  well? 

Mr.  Summers.  I  support  the  Secretary's  views  and  will  look  for- 
ward to  supporting  him  in  carrying  out  the  policy  of  assuring  that 
our  firms  are  able  to  complete  fairly  in  foreign  financial  markets. 

The  Chairman.  Well  I'm  glad  you  will  and  I  would  expect  you 
would,  but  quite  apart  from  supporting  his  view,  is  that  your  view 
separate  from  his  view? 

Mr.  Summers.  My  views  are  the  same  as  his  views  on  this  ques- 
tion. 

The  Chairman.  All  right.  I  mean  not  just  because  they  are  his 
views,  but  you  have  the  same  views. 

Mr.  Summers.  I'm  in  full  agreement  with  the  Secretary  on  this 
question. 

The  Chairman.  Let  me  just  take  a  minute  on  China.  In  May  and 
December  reports  on  international  economic  and  exchange  rate  pol- 
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icy  delivered  to  this  committee  the  Treasury  Department  declared 
to  us  that  China  is  manipulating  its  currency  to  gain  trade  advan- 
tages in  the  United  States. 

In  light  of  that  formal  finding  by  an  administration,  if  anything, 
that  was  sympathetic  to  that  government  I  think  by  a  number  of 
yardsticks,  why  should  we  continue  to  give  most  favored  nation 
trading  status  to  China  given  that  recent  record? 

Mr.  Summers.  I  would  prefer  to  reserve  judgment  on  that,  Sen- 
ator, until  we  have  completed  the  review  which  is  due  to  this  com- 
mittee sometime  within  a  matter  of  a  month  or  two  and  I  have  had 
a  chance  to  familiarize  myself  in  more  detail  with  those  issues. 

The  Chairman.  I  can  appreciate  that  and  I'll  accept  that,  but 
having  said  that  isn't  a  little  troubling  to  you  that  our  own  Govern- 
ment is  finding  currency  manipulation  in  this  situation  and  yet 
we're  so  supine  that  we  say  well  even  though  we've  been  able  to 
nail  down  the  currency  manipulations  bloating  the  deficit  and  suck- 
ing jobs  and  capital  out  of  this  country,  you  know,  let's  go  back  for 
more? 

Mr.  Summers.  I  understand  the  concern,  but,  as  I  said,  we're 
looking  at  the  question  afresh  of  exchange  rate  manipulation  in 
any  country  that  might  practice  it  and  we  will  be  coming  up  here 
with  a  report  before  too  long.  In  that  context  I  think  we'll  be  in  a 
position  to  address  the  MFN  issue. 

The  Chairman.  I  don't  know  if  you're  familiar  with  the  current 
draft  of  the  GATT  agreement  on  financial  services,  but  our  reading 
of  it  is  is  that  it  would  lock  in  open  access  to  our  market  from  for- 
eign financial  firms,  but  it  really  does  nothing  to  enhance  our  ac- 
cess to  some  of  the  highly  restricted  foreign  financial  markets,  and 
just  to  mention  three,  Japan,  Korea  and  Taiwan  clearly  fall  into 
that  category.  Is  that  your  sense,  and  can  we  get  some  assurance 
that  that's  going  to  be  changed  before  a  GATT  agreement  is  sent 
up  here? 

Mr.  Summers.  We're  not  satisfied  with  the  way  those  negotia- 
tions are  at  present  and  that's  something  we're  going  to  be  working 
very  hard  on,  and  I  would  think  it  crucial  that  whatever  we  do  in 
the  GATT  is  something  that  is  consistent  with  getting  much  more 
progress  on  liberalization  in  those  financial  market  than  we've  had 
so  far. 

The  Chairman.  Let  me  just  raise  one  other  thing  with  you,  and 
I  appreciate  the  time  this  morning  and  your  patience.  We  had 
other  things  to  have  to  deal  with  in  the  committee  this  morning. 

As  Under  Secretary  of  the  Treasury  for  International  Affairs 
you'll  oversee  United  States  participation  in  the  World  Bank  and 
other  multilateral  lending  agencies.  Throughout  the  multilateral 
negotiations  in  the  Middle  East  peace  process  the  parties  have 
agreed  to  initiate  many  studies  on  regional  problems.  However,  few 
if  any  of  these  studies  have  been  conducted  due  to  a  lack  of  funding 
and  because  the  parties  to  the  peace  process  have  had  trouble  re- 
solving political  disputes  on  how  even  to  implement  the  studies. 

World  Bank  involvement  in  these  studies  would  help  remove  I 
think  some  of  the  political  road  blocks  and  I  think  shift  the  focus 
of  the  studies  to  the  substantive  technical  issues,  such  as  address- 
ing regional  problems  of  the  Middle  East,  things  like  water  prob- 
lems, natural  resource  development  and  environmental  problems, 
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and  I  think  these  goals  coincide  well  with  our  own  foreign  policy 
objectives.  Would  you  favor  increased  World  Bank  involvement  in 
funding  studies  associated  with  the  Middle  East  peace  process  and, 
if  so,  how  might  we  bring  this  about? 

Mr.  Summers.  Senator,  this  is  not  an  issue  that  I  have  any  fa- 
miliarity with  at  all.  Listening  as  you  describe  it,  it  sounds  like  a 
valuable  thing  that  could  make  a  contribution,  and  I  will  pursue 
it.  I  will  pursue  the  situation  with  the  World  Bank. 

The  Chairman.  I  appreciate  that.  I  appreciate  the  fact  that  you 
will. 

Let  me  just  conclude  and  sum  up  just  for  a  minute  here  in  terms 
of  where  I  think  we  are.  I  think  you  bring  an  extraordinary  record 
of  training  and  study  and  analysis  to  this  job,  and  I  think  you  can 
have  a  big  impact  on  policy  and  I  expect  that  you  will  have  and 
you  should  have.  We  need  to  have  you  nave  such  an  impact. 

The  areas  that  fall  within  this  committee  we're  going  to  work  on 
with  great  intensity.  We  had  some  considerable  difficulty  doing 
that  in  the  previous  administration  partly  because  of  attitudes  held 
by  that  administration  and  it  was  often  like  pulling  teeth  even 
when  problems  were  manifest  and  needed  to  be  dealt  with. 

So  we're  going  to  be  very  hard  at  work  as  we  have  a  lot  of  lost 
time  to  make  up  for  in  terms  of  issues  in  that  area,  and  there  are 
a  number  of  other  areas  that  I've  not  touched  on  today  that  I  don't 
think  time  really  permits  my  doing  in  a  way  that  would  be  appro- 
priate to  today's  hearing. 

But  I  want  to  say  to  you  again  with  the  greatest  intensity  that 
I  can  muster  that  in  the  country  today  right  now  going  back 
through  the  election  and  at  the  election  time  what  I  think  people 
are  trying  to  say  with  their  votes  and  with  their  votes  for  change 
is  there  is  an  enormous  anxiety  out  there  about  the  economic  fu- 
ture because  everything  has  been  destabilized. 

We've  touched  on  some  of  the  elements  now,  but  we're  in  a  global 
economy  and  there  are  an  awful  lot  of  people  that  are  sliding  Dack- 
ward  no  matter  how  hard  they  work  or  how  much  retaining  they 
get  or  what-have-you,  and  reversing  this  is  going  to  be  extremely 
difficult  partly  because  we  let  it  go  for  a  long  time,  and  we've  got 
a  plan  out  there  now  which  I  support  to  try  to  do  that  and  I  ap- 
plaud the  President  for  steering  into  the  problem  and  developing 
and  economic  plan  for  America.  Prior  to  this  year  we've  had  an  eco- 
nomic program  for  every  country  in  the  world  except  one,  namely, 
our  own.  Now  we've  got  a  new  President  with  a  plan  for  America. 

I'm  very  concerned  about  the  absence  of  job  growth  and  I  don't 
see  that  problem  yielding  at  any  time  soon.  I  went  down  last  week 
on  Friday  to  meet  with  the  Labor  Secretary  to  talk  about  it  because 
when  you  take  it  by  6-month  time  blocks  or  1-year  time  blocks  from 
today  and  go  out  in  time  it's  very  difficult  to  see  sector  by  sector 
in  the  economy  where  these  jobs  are  going  to  come  from,  particu- 
larly when  you  wrap  the  world  economy  around  it  and  how  soft 
that  is  generally  speaking. 

I  don't  know  how  your  mind  works  in  terms  of  the  control  lights 
and  where  the  red  flashing  lights  are  that  have  to  go  on  to  say  this 
is  an  urgent  problem  that  we  really  have  to  so  something  about. 
I  would  Tike  to  try  in  whatever  way  I  can  to  get  the  red  flashing 
lights  to  go  on  with  respect  to  this  fundamental  problem  of  job  ero- 
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sion  and  income  standard  erosion  in  this  country  and  the  need  to 
reverse  that  now  and  to  do  everything  that  it  takes  to  get  that  done 
in  our  international  relationships,  in  our  domestic  relationships 
and  the  discipline  that  we  apply  to  ourselves  because  I  don't  think 
we  have  the  luxury  of  time  or  public  patience. 

When  I  look  at  the  problems  of  the  growth  of  the  underclass  in 
this  country  it's  just  breathtaking  as  to  what  is  happening.  We 
have  more  people  on  food  stamps  in  the  United  States  today  than 
we've  ever  had  in  our  history  and  this  is  after  blowing  up  the  defi- 
cit by  some  number  of  trillions  of  dollars  over  the  last  decade.  So 
it's  not  as  if  we  haven't  added  "some  fiscal  stimulus." 

The  city  of  Detroit,  the  largest  city  in  my  State  and  the  eighth 
largest  city  in  the  country  has  the  highest  poverty  rate  among  chil- 
dren of  any  city  in  America  and  it's  getting  worse  and  not  better. 

The  same  thing  with  homelessness.  We've  got  a  terrible  problem 
in  that  area.  Most  of  our  homeless,  by  the  way,  percentage-wise  are 
veterans.  So  they  are  people  that  have  skills  and  have  served  our 
country  as  recently  as  in  Desert  Storm.  I  saw  two  veterans  of 
Desert  Storm  the  other  day  interviewed  who  were  homeless,  unem- 
ployed living  in  cardboard  boxes  here  in  the  District  of  Columbia, 
and  they  are  very  bitter  and  understandably  so,  and  I'm  bitter 
about  it. 

So  what  I  would  urge  from  you  because  I  think  you  bring  a  lot 
of  intellectual  gifts  and  strength  to  the  administration  and  I'm 
pleased  you're  willing  to  serve  in  a  demanding  job.  I  know  you  have 
two  young  children  that  are  twins  and  you're  wife  is  expecting 
again,  and  I  congratulate  both  of  you  on  that.  There  are  people  out 
there  right  now  that  are  really  in  desperate  circumstances  and 
can't  wait  any  longer  and  they  are  on  the  outside  looking  in  and 
they  feel  written  off. 

Today  sociologists  who  go  out  and  try  to  talk  to  inner-city  youth, 
they  are  finding  that  a  lot  of  them  that  they  talk  to  don't  expect 
to  live  beyond  the  age  of  25  just  because  of  the  level  of  violence  and 
hopelessness  that  has  built  up  in  that  setting. 

I  don't  think  we  have  a  lot  of  time  to  work  with  here.  Somebody 
has  got  to  get  very  aggressive  and  somebody  has  got  to  decide  that 
there  is  need  for  great  force  to  be  put  into  these  policies. 

I  know  our  international  friends  have  problems  of  their  own  to 
solve,  and  I  certainly  understand  and  respect  that.  But  we  have 
kind  of  tilted  the  balance  I  think  for  quite  a  long  time  to  be  helpful 
to  others.  We've  carried  most  of  the  free  world  defense  cost  burden 
and  we  did  most  of  the  heavy  lifting  in  the  Desert  Storm  operation, 
and  I  think  it's  time  that  we  really  concentrate  on  getting  things 
lifted  in  this  country. 

I  hope  that  will  drive  every  policy  effort  that  you're  part  of,  be- 
cause if  it  doesn't  come  back  in  some  way  starts  to  improve  the 
quality  of  life  in  this  country  in  the  sense  of  better  prospects  and 
start  moving  on  a  broad  base  our  people  up  to  higher  ground,  then 
this  administration  will  not  succeed. 

Mr.  Summers.  I  recognize  that  the  primary  responsibility  in 
American  international  economic  policy  is  to  assure  a  more  pros- 
perous American  economy  for  everybody,  especially  those  who  have 
been  left  behind  for  the  last  12  years. 
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It  is  an  appalling  commentary  on  where  we  have  allowed  our- 
selves to  get  to  that  a  child  born  in  New  York  is  more  likely  to  die 
before  the  age  of  one  and  less  likely  to  learn  to  read  than  a  child 
born  in  Shanghai. 

There  is  a  great  deal  that  we  have  to  do  at  home,  and  I  think 
the  Presidents  program  makes  a  very  important  start  on  doing 
those  things.  Of  course  we  need  to  assure  on  the  international  side 
that  the  prospect  for  export  growth  is  there  and  that  there  is  the 
assurance  that  the  economic  energy  of  our  people  is  not  sapped  by 
unfair  practices  of  our  competitors. 

The  Chairman.  I  appreciate  that  statement  and  I  appreciate 
your  willingness  to  serve  and  look  forward  to  working  with  you. 

Mr.  Summers.  Thank  you  very  much. 

The  Chairman.  Thank  you. 

The  committee  stands  in  recess. 

[The  committee  recessed  at  12:25  p.m.,  subject  to  the  call  of  the 
Chair.] 

[Additional  material  supplied  for  the  record  follows:] 
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PREPARED  STATEMENT  OF  SENATOR  ALFONSE  M.  D'AMATO 

Good  morning,  Mr.  Duvernay,  Ms.  Nolan,  and  Dr.  Summers,  I  would  also  like  to 
welcome  all  of  you  to  the  Committee  and  congratulate  each  of  you  on  your  nomina- 
tion. I  look  forward  to  working  with  each  of  you  in  addressing  the  housing,  commu- 
nity development,  and  economic  needs  of  our  Nation. 

And  the  needs  of  our  Nation  are  great,  especially  in  areas  over  which  HUD  has 
jurisdiction  and  responsibility.  In  my  view,  HUD  Deputy  Secretary  is  one  of  the 
most  critical  positions  in  the  administration.  Mr.  Duvernay,  you  must  be  able  to 
bring  organization  and  leadership  to  HUD  if  the  agency  is  to  meet  its  goals  of  pro- 
viding a  decent  place  to  live  for  the  homeless,  empowering  the  poor  to  have  a  stake 
in  their  future,  and  restoring  the  dream  of  home  ownership  for  families  across  the 
Nation. 

Mr.  Chairman,  to  create  housing  and  home  ownership,  to  provide  economic  oppor- 
tunities and  to  achieve  a  drug  free  society,  HUD  must  work  closely  with  Congress, 
public  officials,  and  community  groups.  Mr.  Duvernay,  working  together,  I  believe 
we  can  improve  the  quality  of  life  of  our  citizens — how  they  live  ana  how  they  work. 

Ms.  Nolan,  you  also  have  an  important  task  ahead  of  you  as  Assistant  Secretary 
for  Public  Affairs.  You  will  be  responsible  for  providing  the  American  people  with 
accurate  and  timely  information  about  HUD's  programs.  Your  responsibilities  will 
include  building  public  support  for  HUD's  important  programs  and  restoring  con- 
fidence in  HUD  s  operations  and  mission. 

Mr.  Chairman,  also  before  you  this  morning  is  Lawrence  H.  Summers,  the  nomi- 
nee to  be  Under  Secretary  of  Treasury  for  International  Affairs.  While  the  Finance 
Committee  must  confirm  you,  Mr.  Summers,  I  appreciate  your  appearance  here 
today.  This  Committee  has  jurisdiction  over  many  important  programs  and  agencies 
falling  within  your  area  of  responsibility.  Your  credentials  and  experience  are  im- 
pressive. I  believe  you  are  well  equipped  to  address  economic  problems  of  enormous 
complexity  in  a  rapidly  changing  world. 

PREPARED  STATEMENT  OF  SENATOR  CAROL  MOSELEY-BRAUN 

Mr.  Chairman,  I  am  pleased  to  be  here  this  morning  as  the  committee  considers 
the  nominations  of  Terry  Duverney  and  Jean  Nolan  to  De,  respectively,  Deputy  Sec- 
retary and  Assistant  Secretary  for  Public  Affairs  of  the  Department  of  Housing  and 
Urban  Development.  I  am  also  pleased  that  the  nominee  for  the  position  of  Under 
Secretary  of  the  Treasury,  Lawrence  Summers,  is  appearing  before  the  committee. 
I  know  his  nomination  was  referred  to  the  Finance  Committee,  and  that  the  Finance 
Committee  has  already  reported  it  to  the  Senate  floor  for  action.  While  the  Banking 
Committee  will  not  be  acting  officially  on  the  nomination,  given  the  range  of  Bank- 
ing Committee  jurisdiction  activities  the  Under  Secretary  for  International  Affairs 
is  involved  in,  it  is  important  that  this  committee  have  an  opportunity  to  hear  from 
Mr.  Summers. 

All  three  nominees  are  being  considered  at  a  critical  period  for  our  country.  Two 
HUD  nominees  and  a  nominee  for  Under  Secretary  of  the  Treasury  for  International 
Affairs  may  not  seem  to  have  much  in  common,  but  both  Departments  will  be  pur- 
suing the  same  objective — getting  our  country  moving  again. 

HUD's  efforts  will  be  concentrated  in  the  area  of  urban  and  housing  policy,  while 
Treasury's  international  affairs  efforts  are  concentrated  in  the  area  of  international 
economic  coordination,  but  both  Department's  policy  goals  are  to  improve  opportuni- 
ties for  Americans. 

Bringing  economic  growth  and  development  to  our  distressed  urban  areas  will 
help  our  economy,  and  improving  international  economic  coordination  will  also  help 
stimulate  economic  growth  here  at  home.  I  therefore  look  forward  to  hearing  from 
all  three  nominees,  and  what  they  think  about  the  challenges  they  will  be  facing. 
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STATEMENT  FOR  COMPLETION4  BY  PRESIDENTIAL  NOMINEES 

Name:  Duvernay '     Terrence Roger 


</l*SD  iOIhLU 


Position  to  which     „             c  Date  of  ,,,.,«., 

-.-    nominated:  DePuCy   Secretary nomination:    3/5/93 


Date  of  birth:         29  01  43       Place  of  birth: New  Orleans,   Louisiana 

iOAf)  tMOHTX)  CTUJO 

Marital  status:    Married Full  name  of  spouse:    Alma   Griffin  Duvernay 

Name  and  ages 

of  children:  Danielle  Monioue  Duvernav.  Aye  24 


Terrence  Roger  Duvernay,  Jr.,  Age  19 


Dates                   Degrees  Dates  of 

Education:                   Institution attended                 received  degrees 

Dillard  University 9/60  -  6/64     B.A. 6/64 

*Tuskegee  Institute 6/64  -  8/64  Certificate  8/64 

Tulane  University 9/64  -  6/68  '  None 


*Special  Program  -  "Project  Cause"  -  Sponsored  by  U.S.  Department  of  Labor 

Honors  and  awards:  List  below  all  scholarships,  fellowships,  honorary  degrees,  military  medals,  honorary  society 
memberships,  and  any  other  special  recognitions  for  outstanding  service  or  achievement. 

NIH  -  Fellow  -  Tulane  University 

National  Honor  Society  -  Walter  L.  Cohen  High  School 

Cum  Laude  Graduate  -  Dillard  University 

"Boss  of  the  Year"  -  COE  Program  -  Orleans  Parish  School  System 
"Who's  Who  Amonfl  Ampriran  Cnllpop  9  riiflpnrg _ 


Secretary's  Special  AcMpypmpnr  Award  -  HTIF)  -  1979 
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Honors  and  Awards  (Continuation) 


Secretary's  Award  for  Excellence  -  1980 

American  Legion  Award  -  1960 

Outstanding  Young  Men  in  America 

Charter  Member  Senior  Executive  Service  -  1978 

Luther  Roberts,  Jr.  Memorial  Award  •*  NCDA  -  1989 

William  A.  Ryan  Affordable  Housing  Award  -  Michigan 

Housing 
Michigan  Public  Servant  of  the  Year  1990 
Omega  Psi  Phi  Citizen  of  the  Year  -  Lansing  Chapter 
Leadership  Award  National  Council  of  State  Housing 

Agencies  -  1992 
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Memberships:  List  below  ail  memberships  and  offices  held  in  professional,  fraternal,  business,  scholarly, 

civic,  charitable  and  other  organizations. 


Organization 


Office  heW 
(if  eny) 


Oit« 


National  Council  of  State 

Housing  Agencies 

National  Community  Developmen 
Association 


President""  ** 
Board  Member 
t  President 
Board  Member 


National  Housing 
Conference 


National  Low  Income  Housing 

Coalition 

Community  Development 


Training  Institute 


Community  information 
Exchange 

National  Housing  Trust 

r'annie  Mae  Advisory 

Council 

Fed.  Home  Loan  Bank  Board  Advisory 

Council  (Michigan  &  Indiana)   Member 

Nat'l  Commission  on  Severely 

Distressed  Public  Housing     Member 

Housing  At tordabiiity  Impact 

Committee  -  Fannie  Mae 


Vice  President 
Board  Member 

Board  Member 
Chairman 
Board  Member 

Board  Member 

Board  Member 


Member 


Member 


Affordable  Housing  Committee 
Freddie  Mac 

Mortgage  Roundtable  NAHB 


Mpmhpr 


Member 


Omega  Psi  Phi  Fraternity      Basileus  (President) 


NAACP 


National  Honor  Society 
Who's  Who  Among  American 
College  Students 


9/90 
9/9? 

-  9/92 

-  Prpcpnr 

5/75 
8/8T 

-  5/77 

-  Prp<5Pnr 

5/92 
1984 

-  Present 

-  Prpspnr 

1984 

-  Present 

1985 
1992 

-  1992 

-  Present 

1989 

-  Present 

1988 

-  Present 

1988 

-  1989 

1990 

-  1991 

1991 

-  1992 

1992 

-  Present 

1992 

-  Present 

1990 

-  Present 

Undergraduate  and 
Graduate  Chapter 

1986 

-  Prpscnr 

1959  ■ 

-  1960 

1964 
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Employment  record:  List  below  all  positions  held  since  college,  mciuaing  me  mw  ui  uciv,,,,,^,  w. 
employment,  location  o(  work,  and  d3tes  o(  inclusive  employment. 

1.  Exec.  Director  -  Georgia  Housing  &  fl^nr.  A.,rh^r^y  _  >,■,»■,,,,.  rhc 
operations  of  the  State' Housing  Finance  Anrhnrirv  fw  prn,n-^  ,ff^,M. 

housing  to  low  and  moderate  income  citizens  of  Georgia. 

Atlanta,  Georgia  -  2/91  -  Present 

2.  Exec.  Director  -  Michigan  State  -Housing  Development  Authority  - 
Manage  the  operations  of  Michigan's  State  Housing  Finance  Authority 
to  provide  affordable  housing  to  low  and  moderate  income  citizens  of 
Michigan.   Lansing,  Michigan  -  August  1983  -  February  1991. 

3.  Deputy  Director  -  Demnrrarir  P'arf^  r^m^irtaa  _  DyC- 

To  assist  in  the  preparation  of  information  and  in  the  management  of 

the  Platform  for  the  Democratic  Party  in  1988.   (On  leave"from 

Michigan  State  Housing  Development  Authority)  May  1988  -  July  1988 

4.  Deputy  Regional  Administrator  -  U.S.  Department  of  HUD  -  To  assist 
in  the  management  and  operations  of  the  HUD  office  responsible  for 
the  States  of  Idaho,  Oregon,  Alaska,  and  Washington. 

Seattle,  Washington  -  November  1981  -  July  1983. 

5.  Area  Manager  -  U.S.  Department  of  HUD  -  New  Orleans  Office  -  To 
manage  the  office  responsible  for  HUD  activities  in  the  State  of 
Louisiana.   New  Orleans,  Louisiana  -  July  1978  -  November  1981. 

6.  Acting  Exec.  Assistant  (Chief  of  Staff)  -  U.S.  Department  of  HUD 
Central  Office  -  To  assist  the  Secretary  of  HUD  in  the  day-to-day 
operations  of  Department.   Washington,  DC  -  July  1979  -  January  1981. 

7.  Consultant  to  the  Secretary  of  HUD  -  U.S.  Department  of  HUD 
Washington  and  New  Orleans  -  To  work  with  the  Secretary  in 
preparation  for  managing  the  New  Orleans  Area  Office. 

June  1978  -  July  1978. 

8.  Chief  Administrative  Officer  -  City  of  New  Orleans  -  Responsible 
for- managing  the  day-to-day  activities  of  City  Government. 

New  Orleans,  Louisiana  -  September  1976  -  April  1978. 
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Employment  record:   List  below  all  positions  held  since  college,  including  tne  tme  oi  ucMiipuun  ui  ,vw,  ,.0.„^  „. 
employment,  location  of  work,  and  dates  of  inclusive  employment. 

9.  Intergovernmental  Relations  Specialist  -  President  Carter's 


Transition  Team  -  To  help  prepare  the  transition  of  the  management 
unit  of  0MB  from  President  Ford  to  President  Carter. 
Washington,  DC  -  November  1976  -  January  1977. 

10.  Assistant  Chief  Administrative  Officer   -  City  of  New  Orleans 
(And  Director,  Model  Cities  Program)  -  Directed  the  operations  of  the 
Program  Development  and  Coordination  Division,  responsible  mainly  for 
Federal  programs  operated  by  the  City. 

New  Orleans,  Louisiana  -  January  1973  -  August  1976. 

11.  Deputy  Director  -  Model  Cities  Program  -  Assisted  in  the 
management  and  operations  of  the  Model  Cities  program  which  was 
responsible  for  development  of  three  neighborhoods  in  the  City  of 
New  Orleans.   New  Orleans  -  October  1971  -  December  1972. 

12.  Assistant  Director  for  Operations  and  Administrate  nn  -  MnHpi 

Cities  Program  -  Responsible  for  management  informal- inn  <?y<;i-onig 

and  programs  operation.   City  of  New  Orleans  -  September  1970  - 
October  1971. 

13.  Planning  Associate  -  Model  Cities  Program  -.Responsible  for 
planning  program  initiatives  in  the  area  of  education  and  social 
services.   City  of  New  Orleans  -  May  1969  -  September  1970. 

14.  Assistant  Director  -  Neighborhood  Youth  Corps  -  Total 
Community  Action,  Inc.  -  Assisted  in  the  management  of  a  program 


which  deve 

loped  jo 

bs  and 

trained  you 

th  aged 

16-21  for 

the  world  of 

work.   Nevi 

Orleans 

-  Judp 

19nfi  -  Mav 

1QAQ 

15.  Counse 

lor/Coor 

dinator 

-  Neighbor 

hood  Yovj 

th  Corps  - 

■  Total 

Community 

Action  - 

Counse 

lied  youth 

and  coor 

dinated  activities  at 

various  jc 

ib  sites 

including  the  delivery  of 

paychecks 

to  studenc 

employees . 

New  Or 

leans , 

Louisiana  - 

Summers 

1965,  1966  and  1967. 

Government 
experience: 
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List  any  experience  in  or  direct  association  with  Federal,  State,  or  local  governments,  in- 
cluding any  advisory,  consultative,  honorary  or  other  part-time  service  or  positions. 

In   addition    Co    resume'    positions    1-13,    I    served    on    an    arfvi.nry 

committee   on  housing   to  Mayor  Ed   Rendelj^of   Philadelphia   and   as 

a  volunteer   on  President   Clinton's   Transition  Team   for  HUD. 


Published 
writings: 


List  the  titles,  publishers  and  dates  of  books,  articles,  reports  or  other  published  rrraierials 
you  have  written. 


Article  on  Conversion  of  a  YMCA  Building  into  a  Homeless  Shelter 
Nation's  Cities  Weekly,  June  27,  1988     


Political 
affiliations 
and  activities: 


List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political  parties  or 
election  committees  during  the  last  10  years. 


Michigan  Democratic  Party 


Michigan  Democratic  Party  Black  Caucus 


Lansing,  Michigan  Black  Caucus  -  Democratic  Party 
Deputy  Director  Democratic  Platform  Committee  -  1988 


Worked  with  Governor  James  Blanchard's  Campaign  for  Governor  - 
1986  and  1990. 
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olitical 
contributions:         Itemize  all  political  contributions  of  5500  or  more  to  any  individual,  campaign  organiza- 
tion,  political  party,  political  action  committee  or  similar  entity  during  the  last  eight 
years  and  identify  the  specific  amounts,  dates,  and  names  of  the  recipients. 

:•**  None 


Qualifications:  State  fully  your  qualifications  to  serve  in  the  position  to  which  you  have  been  named. 

(itt»ch  it*«i) 

*  . 
See  Attached 


Future  employment 

relationships:         1.  Indicate  whether  you  will  sever  all  connections  with  your  present  employer,  business 
firm,  association  or  organization  if  you  are  confirmed  by  the  Senate. 

Yes 


2.  As  far  as  can  be  foreseen,  slate  whether  you  have  any  plans  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  wrth  your  previous  em- 
ployer, business  firm,  association  or  organization. 

No  


3.  Has  anybody  made  you  a  commitment  to  a  job  after  you  leave  government? 

No 

4.  Do  you  expect  to  serve  the  full  term  for  which  you  have  been  appointed? 
Yes  
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Qualifications 

My  qualifications  to  fully  serve  the  position  for  which  I 
have  been  nominated  are  a  combination  of  life  experiences, 
education  and  a  professional  life  which  has  been  dedicated  to 
public  service.   That  dedication  has  allowed  me  service  at  the 
non-profit  community  based  level,  the  local,  State  and  Federal 
level.   In  my  Federal  service  I  have  worked  at  the  local, 
regional  and  national  levels.   Growing  up  in  New  Orleans  in  an 
inner  city  neighborhood  witnessing  first  hand  what  poverty, 
decay,  lack  of  decent  affordable  housing  can  do  to  human  will, 
I  committed  then  to  learn  what  I  could  educationally,  and  to  go 
back  and  do  something  about  the  problem.   In  college,  under- 
graduate and  graduate,  I  studied  sociology  so  that  I  could 
understand  how  groups  of  people  affected  and  were  affected  by 
society.   My  desire  to  work  with  young  students  at  Total 
Community  Action/Neighborhood  Youth  Corps  to  help  them  acquire 
job  skills  and  enough  money  to  stay  in  school,  taught  me  that 
there  is  reason  to  hope,  that  we  can  help  kids  become  productive,-, 
adults. 

The  Model  Cities  program  experience  which  allowed  me  to  work 
in  the  very  neighborhood  that  first  inspired  me  toward  my  career 
of  service  taught  me  that  planning,  particularly  bottoms  up 
planning  followed  by  effective  implementation  could  make  a 
difference  in  the  quality  of  life  of  neighborhoods  such  as  the 
neighborhood  of  my  birth,  "Central  City"  in  New  Orleans.   As 
Assistant  Chief  Administrative  Officer  and  Chief  Administrative 
Officer  of  the  City  of  New  Orleans,  I  learned  that  you  must  face 
hard  decisions  of  budgeting  and  resource  allocation  and  personnel 
management  in  an  environment  of  declining  resources  and  still 
make  things  work.   You  must  deliver  police  and  fire  services, 
pick  up  the  garbage,  provide  health  related  services,  social 
services,  etc.,  and  do  so  fairly.   In  my  first  service  at  HUD,  I 
learned  the  Department  in  the  Field,  (Area  and  Regional  offices), 
and  the  Central  Office  and  arrived  at  a  perspective  of  HUD  that, 
arguably  few  others  share.   I  learned  from  that  experience  the 
interrelatedness  of  things,  and  the  need  to  insure  coordination 
at  all  levels  to  be  effective  in  what  the  Department  does.   My 
work  for  two  Housing  Finance  Agencies  taught  me  that  there  are 
ways  to  contribute  to  housing  solutions  in  new  creative  ways; 
with  new  partners  and  innovative  approaches  to  problems  and  do 
so  in  entrepreneurial  ways.   In  each  of  the  circumstances  I 
reiterated  my  commitment  to  serve  those  in  need  and  by  doing  so 
to  make  the  whole  of  which  they  are  a  part  better. 
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Potential  conflicts 

of  interest:  1.   Describe  any  financial  arrangements  or  deferred  compensation  agreements  or  other 

continuing  dealings  with  business  associates,  clients  or  customers  who  will  be  af- 
fected by  policies  which  you  will  influence  in  the  position  to  which  you  hive  been 
nominated. 

I  will  comply  with  OGE  guidelines,  and  T  havp  .„hml>t^  „  ^^^^ 
commitment  letter  to  the  ethics  officer  at  HUD  whtch  h*«   h»0n  arp,^..H 
by  HUD  and  by  the  Office  of  Government  Ethics. 

2.  List  any  investments,  obligations,  liabilities,  or  other  relationships  which  might  involve 
potential  conflicts  of  interest  with  the  position  to  which  you  have  been  nominated. 

NONE  


J  r 

* 

3.  Describe  any  business  relationship,  dsaling  or  financial  transaction  (other  than  tax- 
paying)  whi;h  you  have  had  during  the  last  10  years  with  the  Federal  Government 
whether  for  yourself,  on  behalf  of  a  client,  or  acting  as  an  agent,  that  might  in  any 
way  constitute  or  result  in  a  possible  conflict  of  interest  with  the  position  to  which  you 
have  been  nominated. 


NONE 
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4.  List  any  lobbying  activity  during  the  past  10  years  in  which  you  have  engaged  (or  the 

purpose  o<  directly  or  indirectly  influencing  the  passage,  defeat  or  modification  of 

any  legislation  at  the  national  level  of  government  or  affecting  the  administration  and 

execution  of  national  law  or  public  policy. 
Testimony   before   Congress   -   following   dates   and   subjects: 

March   2,    1988   -  Committee   on  Ways   and  Mfiansj&ltumnmltfcM   n„   g„i„,.r 

Revenue  Measures,    Low   Income   Housing  Tax  Credit  Program 

June    7,    1989    -   Senate   Committee    on   Banking,    Housing   and   Urban   Affairs/ 

Housing   and   Urban  Affairs    Subcommittee,    Presentation   on    the    HOME 

Corporation-Housing   Opportunities   Partnership   Provisions    of    the 

National  Affordable    Housing   Act 

April    10,    1991    -   Committee    on   Ways    and   Means,    Mortgage   Revenue    Bond 

Program 

(SEE  ATTACHED  CONTINUATION  LIST)  "/r 

5.  Explain  how  you  will  resolve  any  potential  convict  of  interest  that  may  be  disclosed  by 

your  responses  to  the  above  items. 


Jivi!,  criminal  and 
investigatory 
actions:  1.  Give  the  full  details  of  any  civil  or  criminal  proceeding  in  which  you  were  a  defendant 

or  any  inquiry  or  investigation  by  a  Federal,  State,  or  local  agency  in  which  you  were 

the  subject  of  the  inquiry  or  investigation. 

In  1980,  an  inquiry  was  made  concerning  mv  travel  from  Washington  m 
New  Orleans  in  conjunction  with  nv  employment  as  Area  Manager  of  the 

New  Orleans  Office  of  HUT)  and  Acting  Executive  Assistant  to  the 

Secretary.   This  was  reviewed  (investigated)  by  the  Inspector  General 
at  HUB  and  I  was  completely  exonerated. 


2.  Give  the  full  details  of  any  proceeding,  inquiry  or  investigation  by  any  professional 
association  including  any  bar  association  in  which  you  were  the  subject  of  the  pro- 
ceeding, inquiry  or  investigation. 

None  . 
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Continuation  of  Lobbying  Activities 

April  30,  1991  -  House  Appropriations  Committee /Subcommittee  on  VA, 
HUD,  and  Independent  Agencies,  Support  of -Full  Funding  for  the  HOME 
Investment  Partnerships  Program 

July  19,  1991  -  House  Committee  on  Banking,  Finance  and  Urban 
Affairs/Subcommittee  on  Housing  and  Community  Development 
Government-Sponsored  Enterprises 

January  28,  1992  -  Committee  on  Ways  and  Means,  Why  the  Mortgage 
Bond  Program  Should  Be  Made  Permanent 
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STATEMENT  FOR  COMPLETION  BY  PRESIDENTIAL  NOMINEES 


NOLAN 


Regina 


Name: 

oaid  anon 

Position  to  which  ,       „  ...,      ,_.   .       Oateof 

nominated:        Assistant   Secretary  for  Public  Affairs       nomination: 

25  10 


<0TMU> 

3/8/93 


Oat*  of  birth: 

own 

Marital  statue      Single 


59      Place  Of  Mrth:    Philadelphia 


(TIM) 


Nam*  and  ages 
of  children: 


Full  name  of  spouse:      N/A 


N/A 


Education: 


Institution 


Dates 
attended 


Temple  University 

Archbishop  Prendergast 
High  School 


1977-81 

* 

1973-77 


Degrees 
received 

B.A. 

Diploma 


Dates  of 
degrees 


1981 


1977 


Honors  and  awards:  Ust  below  all  scholarships,  fellowships,  honorary  degrees,  military  medals,  honorary  society 
memberships,  and  any  other  special  recognitions  for  outstanding  service  or  achievement 

Honorable  Mention,  1989  Council  on  Foundation' 9  Wilmer  


Shield  Competition  Annual  Report  Competition 
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Memberships  List  below  all  memberships  and  offices  held  in  professional,  fraternal,  business,  scholarly. 

civic,  charitable  and  other  organizations. 

Office  held 
Organization  (if  any) 


Communications  Network, 

Affinity  Croup   of   CfllincU  i__  1990  -   1992 

Foundations 


Employment  record:  List  below  all  positions  held  since  college,  including  the  title  or  description  of  Job,  name  of 
employment  location  of  work,  and  dates  of  inclusive  employment 

1981-1982  Reporter,  Inside  Radio,  Cherry  Hill,  NJ 

1982      Staff  Assistant,  Real  Estate  Institute,  Temple  0.,  Phlla. 

1982-4     Reporter,  Philadelphia  Business  Journal,  Philadelphia 
1984-5     Reporter,  Washington  Business  Journal,  McLean,  VA 

1985-9     Reporter,  Housing  &  Development  Reporter,  Washington, DC 

1989-91    Publications  Director,  The  Enterprise  Foundation, 
Columbia.  MP 

1991-93    Communications  Director,  The  Enterprise  Foundation, 
Columbia,  MP 

1993-Present  Special  Advisor  to  the  Secretary,  U.S.  Department 
of  Housing  and  Urban  Development 


Government 

experience: 
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List  any  experience  in  or  direct  association  with  Federal.  State,  or  local  governments,  in- 
cluding any  advisory,  consultative,  honorary  or  other  part-time  service  or  positions. 

N/A 


Published 
writings: 


List  the  titles,  publishers  and  dates  of  books,  articles,  reports  or  other  published  materials 
you  have  written. 

As  a  former  reporter  and  communications  professional,  I  have  been 
published  extensively.  * 


Political 

affiliations 
and  activities: 


List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political  parties  or 
election  committees  during  the  last  10  years. 


Member,  Democratic  Party 
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Politick 
contributions: 


Itemize  all  political  contributions  of  $500  or  more  to  any  individual,  campaign  organiza- 
tion, political  party,  political  action  committee  or  similar  entity  during  the  last  eight 
years  and  identify  the  specific  amounts,  dates,  and  names  of  the  recipients. 

N/A 


Qualifications:  state  fully  your  qualifications  to  serve  in  the  position  to  which  you  have  been  named, 

(attach  sheet) 

*  . 

Attached 

Future  employment 
relationships:        1.  Indicate  whether  you  will  sever  all  connections  with  your  present  employer,  business 
firm,  association  or  organization  if  you  are  confirmed  by  the  Senate. 

-'    * 

Tea 


2.  As  far  as  can  be  foreseen,  state  whether  you  have  any  plans  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization. 

No 


3.  Has  anybody  made  you  a  commitment  to  a  job  after  you  leave  government? 
No 


4.  Do  you  expect  to  serve  the  full  term  for  which  you  have  been  appointed? 
Yes 
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Potential  conflicts 

of  aatanMfc  1.  Describe  any  financial  arrangentents  or  deferred  compensation  agreements  or  othar 

continuing  dealings  with  business  associates,  clients  or  customers  who  will  be  af- 
fected by  policies  which  you  will  influence  in  the  position  to  which  you  hive  been 
nominated. 

None.   I  will  comply  with  all  OGE  guidelines  , 


2.  List  any  investments,  obligations,  liabilities,  or  other  relationships  which  might  involve 
potential  conflicts  of  interest  with  the  position  to  which  you  have  been  nominated. 


I  served 

as  an 

employee 

of 

The 

Enterprise 

Foundation, 

which  has 

received 

funds 

from  HOD. 

3.  Describe  any  business  relationship,  dealing  or  financial  transaction  (other  than  tax- 
paying)  which  you  have  had  during  the  last  10  years  with  the  Federal  Government 
whether  for  yourself,  on  behalf  of  a  client,  or  acting  as  an  agent,  that  might  in  any 

way  constitute  or  result  in  a  possible  conflict  of  Interest  with  the  position  to  which  you 
have  been  nominated. 

None 


3- 


69-540  0-93-3 
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4.  List  any  lobbying  activity  during  tht  past  10  years  in  which  you  have  engaged  tor  tha 

purposa  of  directly  or  indirectly  influencing  tha  passage,  defeat  or  modification  of  v  v. 
any  legislation  at  the  national  level  of  government  or  affecting  the  administration  and 
execution  of  national  law  or  public  policy. 

I  worked  for  The  Enterprise  Foundation,   a  SOI (c)(3)   organization 


which  has  taken  the 

lobbying  exemption 

i  under  the  taa 

:  code.  To 

support  the  limited 

lobbying  activity 

of  Enterprise, 

I  oversaw 

communications  efforts  —  such  aa  news 

conferences, 

editorial 

board  meeting,  etc. 

—  to  further  our 

public  policy 

and 

education  agenda. 

..  •<  -jr'-'*.^.-.: 

Qvfl,  criminal  and 
.    Invartga 


5.  Explain  how  you  will  resolve  any  potential  correct  of  interest  that  may  be  disclosed  by 
your  responses  to  the  above  Hems. 

I  am  providing  a  letter  of  agreement  to  HDD  to  recuse  myself 
from  dealings  with  The  Enterprise  Foundation  and  will  comply 
with  all  OGC  guidelines. 

1.  Give  the  full  details  of  any  civil  or  criminal  proceeding  in  which  you  were  a  defendant 
or  any  inquiry  or  investigation  by  a  Federal,  State,  or  local  agency  in  which  you  war* 
the  subject  of  the  inquiry  or  investigation. 

N/A  . 


2.  Give  the  full  details  of  any  proceeding,  inquiry  or  investigation  by  any  professional 
association  including  any  bar  association  in  which  you  were  the  subject  of  the  pro- 
ceeding, inquiry  or  investigation. 

N/A 


63 

Qualifications!   Stat*  fully  your  qualifications  to  »erve  in  tho 
position  to  which  you  h«v«  bsaa  named. 

For  more  than  a  decade  I  have  been  a  communications 
professional;  first  as  a  journalist  and  then  as  an  in-house 
communications  prof e  a sional . 

In  my  years  as  a  reporter,  I  covered  local  issues, 
particularly  real  estate,  and  national  issues,  specifically 
affordable  housing. 

As  the  communications  director  of  a  national  foundation,  I 
developed  strategies  to  effectively  and  efficiently  communicate 
our  work  to  a  wide  range  of  communications  audiences  (Congress, 
the  Administration,  philanthropies,  business  and  civic  leaders, 
the  media,  opinion  leaders,  staff  and  board  members).  My  task 
was  to  develop  the  "message"  for  The  Enterprise  Foundation  and  to 
create  activities  and  products  to  send  that  message.   I  did  so 
through  a  combination  of  news  conferences,  editorial  board 
briefings,  special  events,  educational  conferences,  publications, 
and  more.   I  also  was  responsible  for  management  of  the 
communications  staff  and  for  serving  as  a  member  of  the 
Foundation's  senior  management  team. 

For  the  last  eight  years  or  so  I  have  concentrated  my 
journalism  and  communications  career  on  affordable  housing 
issues,  including  activities  of  HUD. 

This  combination  of  experience  uniquely  qualifies  me  to  lead 
the  communications  efforts  at  HUD.   I  have: 

•    developed  new  strategies  for  communications,  which  the 

agency  desperately  needs  not  only  to  forward  a  low-income 
housing  and  neighborhood  agenda  for  this  nation  but  to 
reform  its  own  image; 

e  developed  an  in-depth  knowledge  of  affordable  housing  issues 
and  the  work  of  HUD; 

e  gained  a  background  in  the  range  of  communications  activity, 
from  media  relations  and  special  events  to  publications,  all 
of  which  HUD's  public  affairs  division  must  employ. 

In  conclusion,  my  experience,  talent  and  dedication  to  the 
field  of  housing  and  community  development  make  me  a  qualified 
candidate . 
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RESPONSE  TO  IN7ORHATI0H  REQUB8TBD  07  NOMINEES 

BY 

UMIT2D  STATES  SENATE 
COMMITTEE  OH  7INANCB 


HOMINES:   Uvrtnca  Henry  Sumatri 

NOMINATED  FOR:  UNDER  8ECRETARY  ( INTERNATIONAL  A77AIR8) 
DEPARTMENT  07  TEE  TREASURY 


BIOGRAPHICAL: 

1.  Name:   Lawrence  Henry  Summers 

2.  Address:    3901  Harrison  Street,  N.W., 

Washington,  D.C.   20015 

3.  Date  and  place  of  birth:   DOB:   11-30-54 

POB:   New  Haven,  CT 

4.  Marital  status:   Married  to  Victoria  Perry  Summers 

5.  Names  and  ages  of  children: 

Pamela  A.  Summers   DOB:   6/12/90 
Ruth  P.  Summers     DOB:   6/12/90 

6.  Education: 

Ph.D,  Harvard  University,  1982 

S.B.,  Massachusetts  Institute  of  Technology,  1975 

7.  Employment  record: 

1/91  to  1/93    Vice  President,  The  World  Bank 
1818  H  Street,  N.W. , 
Washington,  D.C.   20433 

7/83  to  1/93    Nathaniel  Ropes  Professor  of 
Political  Economics 
Harvard  University 
Cambridge,  MA  02138 

9/82  to  6/83    Domestic  Policy  Economist 

Council  of  Economic  Advisors 
Old  Executive  Office  Building 
Washington,  D.C.   20500 
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8.  Government  experience: 

9/82  to  6/83   Domestic  Policy  Economist 

Council  of  Economic  Advisors 
Old  Executive  Office  Building 
Washington,  D.C.   20500 

9 .  Memberships : 

Harvard  University 

Fellow  of  Econometric  Society 

American  Academy  of  Arts  and  Sciences 

Executive  Committee,  American  Economic  Association 

Brookings  Panel  of  Economic  Activity 

Research  Associate  of  the  National  Bureau  of 

Economic  Research 
Member  of  the  Board  of  Advisors,  Congressional 

Budget  Office 

10.   Political  affiliations  and  activities: 
Services  Rendered: 

Provided  private  briefings  and  advice  to 
Presidential  Candidate  Bill  Clinton. 

—  Served  as  Economic  Advisor  to  Michael 
Dukakis . 

—  Gave  advice  to  Olivia  Golden,  candidate  for 
Massachusetts  Senate,  1986. 

—  Provided  political  and  economic  briefings  for 
Senators  Max  Baucus,  Sam  Nunn,  John 
Rockefeller,  Tim  Wirth,  and  Congressman 
Joseph  Kennedy. 

Political  Contributions: 

$1,000  to  Clinton  in  1992 

—  $1,000  to  Dukakis  in  1988.  (Wife  also  gave  a 
contribution  of  less  than  $1,000). 

$1,000  to  Olivia  Golden  (Candidate  for 
Massachusetts  Senate  in  1986) .   Wife  was 
Treasurer  of  Golden' s  Campaign  and  gave 
$1,000) . 

11.  Honors  and  Awards: 

Alan  Waterman  Award 

NSF  Outstanding  Scientific  Achievement 

David  Wells  Prize 

Outstanding  Ph.D.  Thesis  Harvard  University  Fellow 

12.  Published  Writings: 

Author  of  Two  Books  —  Tax  Policy  and  the  Economy 
and  Understanding  Unemployment 

Also  author  of  more  than  one  hundred  articles  — 
see  attached  resume. 

13 .  Speeches : 

I  have  given  numerous  speeches  over  the  years  on 
many  different  subjects  to  a  lot  of  different 
groups  and  from  time-to-time  accepted  payment. 

14.  Qualifications: 

Extensive  experience  in  teaching,  writing,  and 
practicing  in  the  general  area  of  macroeconomics 
and  international  economics  for  Harvard  University 
and  the  World  Bank. 
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Office  Hom« 

The  World  Bank  3901  Harrison  Road,  N.W. 

1818  H  Street,  N.W.  Washington,  D.C.  20015 

Washington,  D.C.  20433 
(202)  473-3774 


Education 

Ph.D.,  Harvard  University,  1982. 

S.B.,  Massachusetts  Institute  of  Technology,  1975. 


Employment 

Vice-President  Development  Economics  and  Chief  Economist,  The  World  Bank,  1991 -present. 
Nathaniel  Ropes  Professor  of  Political  Economy,  Harvard  University,  1987-present; 

Professor  of  Economics,  1983-87. 
Domestic  Policy  Economist,  President's  Council  of  Economic  Advisers,  1982-83. 
Associate  Professor  of  Economics,  Massachusetts  Institute  of  Technology,  1982; 

Assistant  Professor,  1979-82. 
Associate  Head  Tutor,  Department  of  Economics,  Harvard  University,  1978-79. 


Professional  Activities 

Editor  Quarterly  Journal  of  Economics,  1984-90 

Editorial  Board  Journal  of  Economic  Perspectives,  1986-89 

Journal  of  Japanese  and  International  Economics,  1986-present 
Journal  of  Applied  Econometrics,  1985-present 
Executive  Committee  American  Economic  Association-,  1989-91 

Member  American  Economic  Association  panel  on  Graduate  Education .  1 99 1 

Board  of  Advisors  Congressional  Budget  Office,  1988-present 

Research  Associate  National  Bureau  of  Economic  Research,  1978-present 

Member  and  Adviser  Brookings  Panel  of  Economic  Activity,  1979-present 

Member  National  Science  Foundation  Economics  Panel,  1986-88 

Consultant  Governments  of  Mexico,  Indonesia,  Jamaica,  Lithuania 

Program  Committee  Econometric  Society  Meetings,  1982,  1984 

AEA  Meetings.  1986.  1987 
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Awards  and  Fellowships 

Distinguished  Lecturer,  National  Science  Foundation,  1988 
Alan  T.  Waterman  Award,  National  Science  Foundation,  1987 

(S500.00O  Research  Grant  awarded  to  one  Outstanding  Young  Scientist  each  year) 
Fellow,  American  Academy  of  Arts  and  Sciences,  1987 
Fellow,  Econometric  Society,  1986 

Presidential  Young  Investigator,  National  Science  Foundation,  1986 
Fellowship,  Sloan  Foundation,  1985 
National  Tax  Association,  Outstanding  Thesis  Awaid,  1982 
David  A.  Wells  Prize,  Outstanding  Harvard  Economics  Thesis,  1982 
Lehman  Prize  Fellowship,  Harvard  University,  1978-79 
Outstanding  Teaching  Fellow  in  Introductory  Economics,  Harvard  University,  1977 


Books 

Tax  Policy  and  the  Economy  (editor),  Cambridge:  MIT  Press,  1987-1990  editions. 

Understanding  Unemployment,  Cambridge:  MIT  Press,  1990. 

•  Reform  in  Eastern  Europe,  Cambridge:  MIT  Press,  1991. 

(with  O.  Blanchard,  R.  Dornbusch,  P.  Krugman,  R.  Layard) 

Articles:  Public  Economics 

"Inflation,  Tax  Rules,  and  the  Long  Term  Interest  Rate" 

Brookings  Papers  on  Economic  Activity  1:1978,  61-99. 
(with  M.  Feldstein) 

"Tax  Incidence  in  a  Life  Cycle  Model  with  Variable  Labor  Supply" 

Quarterly  Journal  of  Economics  93:4  November  1979,  705-718. 
(with  L.  Kotlikoff) 

"Inflation  and  the  Taxation  of  Capital  Income  in  the  Corporate  Sector" 
National  Tax  Journal  32:4  December  1979,  445-470. 
(with  M.  Feldstein) 

"Inflation,  the  Stock  Market,  and  Owner-Occupied  Housing" 
American  Economic  Review  71:2  May  1981,  429-434. 

"Capital  Taxation  and  Accumulation  in  a  Life  Cycle  Growth  Model" 
American  Economic  Review  71:4  September  1981,  533-544. 
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"Taxation  and  Corporate  Investment:  A  Q  Theory  Approach" 
Brookings  Papers  on  Economic  Activity  1;1981,  67-127. 

"Tax  Policy  and  Corporate  Investment" 

in  The  Supply-Side  Effects  of  Economic  Policy,  ed.  L.  Meyer 
Hingham,  MA:  Kulwer  Boston,  1981,  115-148. 

"The  Adequacy  of  Savings" 

American  Economic  Review  72:5  December  1982,  1056-1069. 
(with  L.  Kotlikoff,  A.  Spivak) 

"Dividend  Taxes,  Corporate  Investment  and  Q" 

Journal  of  Public  Economics  22:2  November  1983,  135-167. 
(with  J.  Poterba) 

"Tax  Reform  and  Corporate  Investment:  A  Microeconomic  Simulation  Study" 

in  Behavioral  Simulation  Methods  in  Tax  Policy  Analysis,  ed.  M.  Feldstein 
Chicago:  University  of  Chicago  Press,  1983,  247-287. 
(with  M.  Salinger) 

"The  Taxation  of  Risky  Assets" 

Journal  of  Political  Economy  92:1  February  1984,  20-39. 
(with  J.  Bulow) 

"New  Evidence  that  Taxes  Affect  the  Valuation  of  Dividends" 
Journal  of  Finance  39:5  December  1984,  1397-1415. 
(with  J.  Poterba) 

"The  Asset  Price  Approach  to  the  Analysis  of  Capital  Income  Taxation" 

in  Issues  in  Contemporary  Macroeconomics  and  Distribution,  ed.  G.  Feiwel 
London:  MacMillan,  1985,  429-443. 

"The  Economic  Effects  of  Dividend  Taxation" 

in  Recent  Advances  in  Corporate  Finance,  eds.  E.  Altman  and  M.  Subrahmanyarn. 
Homewood,  IL:  Dow-Jones-Irwin  Publishing,  1985,  227-284. 
(with  J.  Poterba) 

"Measuring  Income:  What  Kind  Should  Be  In?" 

in  Conference  on  the  Measurement  of  Noncash  Benefits,  Volume  1 
Washington:  U.S.  Bureau  of  the  Census.  1986,  8-27. 
(with  D.  Ellwood) 
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"Poverty  in  America:  Is  Welfare  the  Answer  or  the  Problem?" 

in  Fighting  Poverty:  What  Works  and  What  Doesn  't,  eds.  S.  Danzinger  and  D.  Weinberg 
Cambridge:  Harvard  University  Press,  1986,  78-105. 
(with  D.  Ellwood) 

"A  Fair  Tax  Act  That  Is  Bad  For  Business" 

Harvard  Business  Review  65:2  March  1987,  53-59. 

"Why  Have  the  Private  Savings  Rates  in  the  United  States  and  Canada  Diverged?" 
Journal  of  Monetary  Economics  20:2  September  1987,  249-279. 
(with  C.  Carroll) 

"Corporate  Capital  Budgeting  Practices  and  the  Effects  of  Tax  Policies  on  Investment" 
in  Taxes  and  Capital  Formation,  ed.  M.  Feldstein 
Chicago:  University  of  Chicago  Press,  1987,  27-36. 

"Investment  Incentives  and  the  Discounting  of  Depreciation  Allowances" 

in  The  Effects  of  Taxation  on  Capital  Accumulation,  ed.  M.  Feldstein 
Chicago:  University  of  Chicago  Press.  1987,  295-304. 

"Notes  on  the  Tax  Treatment  of  Structures" 

in  The  Effects  of  Taxation  on  Capital  Accumulation,  ed.  M.  Feldstein 
Chicago:  University  of  Chicago  Press,  1987,  223-254. 
(with  R.  Gordon,  J.  Hines) 

"The  Public  Policy  Implications  of  Declining  Old  Age  Mortality" 

in  Work.  Health,  and  Income  Among  the  Elderly,  ed.  G  Burtless 
Washington:    Brookings  Institution,  1987,  19-51. 
(with  J.  Poterba) 

"Tax  Incidence" 

in  Handbook  of  Public  Economics,  Volume  2,  eds.  A.  Auerbach  and  M.  Feldstein 
Amsterdam:  North-Holland  Press,  1987,  1043-1092. 
(with  L.  Kotlikoff) 

"Taxation  and  the  Size  and  Composition  of  the  Capital  Stock:  An  Asset  Price  Approach" 
in  Modern  Developments  in  Public  Finance:  Essays  in  Honor  of  Arnold  Harberger 
ed.  M.  Boskin.   Oxford:  Basil  Blackwell,  1987,   61-94. 

"Should  Tax  Reform  Level  the  Playing  Field" 

in  Proceedings  of  the  79th  Annual  Conference  on  Taxation,  ed.  S.  Bowers 
Columbus:  National  Tax  Association,  1987,  119-125. 
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"Tax  Policy  and  International  Competitiveness" 

in  International  Aspects  of  Fiscal  Policies,  ed.  J.  Frenkel 
Chicago:  University  of  Chicago  Press,  1988,  349-375. 

"Taxation  in  a  Small  World" 

in  Tax  Policy  in  the  Twenty-First  Century,  ed.  H.  Stein 
New  York:  John  Wiley  &  Sons,  1988,  64-75. 

"Tax  Policy,  Asset  Prices,  and  Growth:    A  General  Equilibrium  Analysis" 
Journal  of  Public  Economics  38:3  April  1989,  265-296. 
(with  L.  Goulder) 

"Some  Simple  Economics  of  Mandated  Benefits" 

American  Economic  Review,  79:2  May  1989,  177-183. 

"An  Aging  Society:    Opportunity  or  Challenge?" 

Brookings  Papers  on  Economic  Achviry  1:1990,  1-73. 
(with  D.  Cutler,  J.  Poterba,  L.  Sheiner) 

"Who  Benefits  From  Capital  Gains  Tax  Reductions?" 

in  Tax  Policy  and  the  Economy,  ed.  L.  Summers 
Cambridge:  MIT  Press,  1990,  1-24. 
(with  D.  Feenberg) 

"The  Case  for  Corrective  Taxation" 

National  Tax  Journal  44:3  September  1991,  289-292. 

"Taxation  and  the  Structure  of  Labor  Markets:  The  Case  of  Corporatism" 
Quarterly  Journal  of  Economics,  forthcoming, 
(with  J.  Gruber,  R.  Vergara) 


Articles:  Macroeconomics 

"Is  the  Rate  of  Profit  Falling?" 

Brookings  Papers  of  Economic  Activity  1:1977,  211-227. 
(with  M.  Feldstein) 

"The  Labour  Scarcity  Controversy  Reconsidered" 

Economic  Journal  90  March  1980,  129-139. 
(with  R.  Clarke) 
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"Optimal  Inflation  Policy" 

Journal  of  Monetary  Economics  7:2  March  1981,  175-194. 

"The  Role  of  Intergenerational  Transfers  in  Aggregate  Capital  Accumulation" 
Journal  of  Political  Economy  89:4  August  1981,  706-732. 
(with  L.  Kotlikoff) 

"Multiple  Shooting  in  Rational  Expectations  Models" 

Econometrica  50:5  September  1982,  1329-1333. 
(with  J.  Poterba,  D.  Lipton,  J.  Sachs) 

"The  After-Tax  Rate  of  Return  Affects  Private  Savings" 

American  Economic  Review  74:2  May  1984,  249-253. 

"The  Long-Term  Effects  of  Current  Macroeconomic  Policies" 

in  The  Legacy  of  Reaganomics ,  eds.  C.  Hulten  and  I.  Sawhill 
Washington:  Urban  Institute  Press,  1984,  179-198. 

"Intertemporal  Substitution  in  Macroeconomics" 

Quarterly  Journal  of  Economics  100:1  February  1985,  225-252. 
(with  N.  G.  Mankiw,  J.  Rotemberg) 

"The  Strategic  Bequest  Motive" 

Journal  of  Political  Economy  9:6  December  1985,  1045-1076. 
(with  D.  Bemheim,  A.  Shleifer) 

"Estimating  the  Long-Run  Relationship  Between  Interest  Rates  and  Inflation:  A  Response" 
Journal  of  Monetary  Economics  18:1  July  1986,  77-86. 

"A  Tax-Based  Test  for  Nominal  Rigidities" 

American  Economic  Review  76:4  September  1986,  659-675. 
(with  J.  Poterba,  J.  Rotemberg) 

"Some  Skeptical  Observations  on  Real  Business  Cycle  Theory" 

Minneapolis  Federal  Reserve  Bank  Review  10:4  Fall  1986,  23-27. 

"Money  Demand  and  the  Effects  of  Fiscal  Policies" 

Journal  of  Money,  Credit,  and  Banking  18:4  November  1986,  415-429. 
(with  N.  G.  Mankiw) 

"Is  Increased  Price  Flexibility  Stabilizing?" 

American  Economic  Review  76:5  December  1986,  1031-1044. 
(with  J.  B.  De  Long) 
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"Are  Business  Cycles  Symmetric?" 

in  The  American  Business  Cycle:  Continuity  and  Change,  ed.  R.  Gordon 
Chicago:  University  of  Chicago  Press,  1986,  166-178. 
(with  J.  B.  De  Long) 

"The  Changing  Cyclical  Variability  of  Economic  Activity  in  the  United  States" 
in  The  American  Business  Cycle:  Continuity  and  Change,  ed.  R.  Gordon 
Chicago:  University  of  Chicago  Press,  1986,  679-734. 
(with  J.  B.  De  Long) 

,  "Debt  Problems  and  Macroeconomic  Policies" 

in  Debt,  Financial  Stability,  and  Public  Policy:  a  Symposium,  ed.  S.  Axilrod 
Kansas  City:  Federal  Reserve  Bank  of  Kansas  City,  1986,  165-191. 

"Issues  in  National  Savings  Policy" 

in  Savings  and  Capital  Formation:  the  Policy  Options 

eds.  F.  G.  Adams  and  S.  M.  Wachter.   Lexington,  MA:  D.C  Heath  St.  Co.,  1986,  65- 

.   "Finite  Lifetimes  and  the  Effects  of  Budget  Deficits  on  National  Savings" 
Journal  of  Monetary  Economics  20:2  September  1987,  369-391. 
(with  J.  Poterba) 

r   "Why  is  U.S.  National  Saving  So  Low?" 

Brookings  Papers  on  Economic  Activity  2:1987,  607-642. 
(with  C.  Carroll) 

"How  Does  the  Market  Value  Unfunded  Pension  Liabilities?" 

in  Issues  in  Pension  Economics,  eds.  Z.  Bodie,  J.  Shoven,  and  D.  Wise 
Chicago:  University  of  Chicago  Press,  1987,  81-104 

y  "U.S.  Competitiveness:  Beyond  the  Trade  Deficit" 
Science  241:4863  July  15,  1988,  299-307. 
(with  G.  Hatsopolous,  P.  Krugman) 

"How  Does  Macroeconomic  Policy  Affect  Output?" 

Brookings  Papers  on  Economic  Activity  2:1988,  433-494. 
(with  J.  B.  De  Long) 

"The  Contribution  of  Intergenerational  Transfers  to  Total  Wealth:  A  Reply" 
in  Modelling  the  Accumulation  and  Distribution  of  Wealth 
eds.  D.  Kessler  and  A.  Masson.    Oxford:  Oxford  University  Press,  1988,  53-67. 
(with  L.  Kotlikoff) 
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"Should  Keynesian  Economics  Dispense  Withxthe  Phillips  Curve?" 

in  Unemployment,  Hysterisis,  and  the  Natural  Rate  Hypothesis,  ed.  R.  Cross 
Oxford:  Basil  Blackwelt,  1988,  11-25. 

"Assessing  Dynamic  Efficiency:   Theory  and  Evidence" 

Review  of  Economic  Studies  56:1  January  1989,  1-19. 
(with  A.  Abel,  N.  G.  Mankiw,  R.  Zeckhauser) 

,  "Should  Governments  Leam  to  Live  with  Inflation?" 

American  Economic  Review  79:2  May  1989.  382-387 
(with  S.  Fischer) 

"Industry  Rents:  Evidence  and  Implications" 

Brookings  Papers  on  Economic  Activity:  Microeconomics  1989,  209-290. 
(with  L.  Katz) 

"Inflexible  Prices  and  Procyclical  Productivity" 

Quarterly  Journal  of  Economics  105:4  November  1990,  851-874. 
(with  J.  Rotemberg) 

"Stimulating  U.S.  Personal  Saving" 

in  The  U.S.  Savings  Challenge,  eds.  C.  Walker,  M.  Bloomfield,  and  M.  Thoming 
Boulder,  CO:  Westview  Press,  1990,  153-176. 

"What  is  the  Social  Return  to  Capital  Investment?" 

in  Growth/ Productivity /Unemployment:  Essays  to  Celebrate  Bob  Solow's  Birthday 
ed.  P.  Diamond.    Cambridge:  MIT  Press,  1990,  113-141. 

"Equipment  Investment  and  Economic  Growth" 

Quarterly  Journal  of  Economics  106:2  May  1991,  445-502. 
(with  J.  B.  De  Long) 

"The  Scientific  Illusion  in  Empirical  Macroeconomics" 

The  Scandinavian  Journal  of  Economics  93:2  June  1991,  129-148. 

»  "Japan's  High  Saving  Rate  Affirmed" 

Bank  of  Japan  Monetary  and  Economic  Studies  9:2  September  1991,  63-78. 
(with  R.  Dekle) 

"Consumption  Behavior  Parallels  Income  Growth:  Some  New  Evidence" 

in  National  Saving  and  Economic  Performance,  ed.  B.  Bemheim  and  J.  Shoven 
Chicago:  University  of  Chicago  Press.  1991.  305-343. 
(with  C.  Carroll) 
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/The  Next  Decade  in  Central  and  Eastern  Europe" 

in  The  Emergence  of  Market  Economies  in  Eastern  Europe 

ed.  C.  Gauge  and  G.  Rausser.    Cambridge:  Blackwell,  1992,  24-34. 


Articles:  Financial  Markets 

"The  Non-adjustment  of  Nominal  Interest  Rates:  A  Study  of  the  Fisher  Effect" 
in  Symposium  in  Honor  of  Arthur  Okun,  ed.  J.  Tobin 
Washington:  Brookings  Institution,  1983,  201-244. 

"Observations  of  the  Indexation  of  Old  Age  Pensions" 

in  Financial  Aspects  of  the  United  States  Pension  System 

ed.  J.  Shoven  and  Z.  Bodie.    Chicago:  University  of  Chicago  Press,  1983,  231-258. 

"Do  Long-Term  Interest  Rates  Overreact  to  Short-Term  Interest  Rates?" 
Brookings  Papers  on' Economic  Activity  1:1984,  223-243 
(with  N.  G.  Mankiw) 

"Perspectives  on  High  World  Real  Interest  Rates" " 

Brookings  Papers  on  Economic  Activity  2:1984,  273-325. 
(with  0.  Blanchard) 

"Chief  Executive  Background  and  Firm  Performance," 

in  The  Uneasy  Alliance:  Harvard  Business  School's  75th  Anniversary  Colloquium 
Cambridge:  Harvard  Business  School  Press,  1985  115-143. 

"Does  the  Stock  Market  Rationally  Reflect  Fundamental  Values?" 
Journal  of  Finance  41:3  July  1986,  591-601. 

"The  Persistence  of  Volatility  and  Stock  Market  Fluctuations" 

American  Economic  Review  76:5  December  1986,  1142-1151. 
(with  J.  Poterba) 

"Do  We  Really  Know  That  Financial  Markets  Are  Efficient?" 

in  Recent  Developments  in  Corporate  Finance,  eds.  J.  Edwards  et  al. 
New  York:  Cambridge  University  Press,  1986,  13-24. 

"Gibson's  Paradox  and  the  Gold  Standard" 

Journal  of  Political  Economy  96:3  June  1988,  528-550. 
(with  R.  Barsky) 
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"The  Costs  of  Conflict  Resolution  and  Financial  Distress: 
Evidence  From  the  Texaco-Pennzoil  Litigation" 
RAND  Journal  of  Economics  19:2  Summer  1988,  157-172. 
(with  D.  Cutler) 

"Mean  Reversion  in  Stock  Prices:    Evidence  and  Implications" 

Journal  of  Financial  Economics  22:1  October  1988,  27-59. 
(with  J.  Poterba) 

"Breach  of  Trust  in  Hostile  Takeovers" 

in  Corporate  Takeovers:  Causes  and  Consequences,  ed.  A.  Auerbach 
Chicago,  University  of  Chicago  Press,  1988,  33-67. 
(with  A.  Shleifer) 

"Taxation  and  Corporate  Debt" 

Journal  of  Applied  Corporate  Finance  2: 1  Spring  1989,  45-51. 

"What  Moves  Stock  Prices?" 

Journal  of  Portfolio  Management  15:3  Spring  1989,  4-12. 
(with  D.  Cutler,  J.  Poterba) 

"The  Size  and  Incidence  of  the  Losses  From  Noise  Trading" 
Journal  of  Finance  44:3  July  1989,  681-696. 
(with  J.  B.  De  Long,  A.  Shleifer,  K.  Waldmann) 

"When  Financial  Markets  Work  Too  Well:  A  Cautious  Case  for  a  Securities  Transaction  Tax" 
Journal  of  Financial  Services  Research,  3:2-3  December  1989,  261-286. 
(with  V.  Summers) 

"The  Noise  Trader  Approach  to  Finance" 

Journal  of  Economic  Perspectives  4:2  Spring  1990,  19-33. 
(with  A.  Shleifer) 

"Speculative  Dynamics  and  the  Role  of  Feedback  Traders" 
American  Economic  Review  80:2  May  1990,  63-68. 
(with  D.  Cutler  and  J.  Poterba) 

"Positive  Feedback  Investment  Strategies  and  Destabilizing  Rational  Speculation" 
Journal  of  Finance  45:2  June  1990.  379-395. 
(with  J.  B.  De  Long,  A.  Shleifer,  and  R.  Waldmann) 

"Noise  Trader  Risk  in  Financial  Markets" 

Journal  of  Political  Economy  98:4  August  1990.  703-738. 
(with  J.  B.  De  Long,  A.  Shleifer,  R.  Waldmann) 
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"Distinguishing  Debt  from  Equity  in  the  Junk-Bond  Era" 

in  Debt,    Taxes,   and   Corporate  Restructuring,   eds.   J.    Shoven  and  J.    WaJdfogel 
Washington:  The  Brookings  Institution,  1990,  136-166. 
(with  J.  Bulow,  V.  Summers) 
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RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  RIEGLE 
FROM  LAWRENCE  SUMMERS 

Question  1 

On  March  16  the  Competitiveness  Policy  Council,  a  bipartisan 
group  of  business  and  labor  created  by  the  1988  trade  bill,  issued 
its  Second  Report  to  the  President  and  Congress  at  a  hearing  be- 
fore the  Senate  Banking  Committee.  In  that  report,  the  Council 
concluded  that  America's  social  ills — drugs,  crime,  family  break- 
down and  the  like — have  a  pervasive  impact  on  our  ability  to  com- 
pete. 

Do  you  think  the  NAFTA,  if  approved  would  worsen  these  social 
problems  by  driving  down  American  wages  for  the  least  educated 
and  skilled  of  our  workers? 

Answer 

President  Clinton  has  said  that  before  he  signs  any  implement- 
ing legislation  he  wants  to  make  sure  that  workers,  the  environ- 
ment, and  industry  are  adequately  protected.  Appropriately  imple- 
mented, the  NAFTA  will  support  creation  of  more  American  jobs. 

On  March  18,  the  United  States  began  negotiations  with  Mexico 
and  Canada  on  supplemental  agreements  on  labor  standards  and 
safety,  the  environment  and  import  surges  which  the  President 
called  for  in  his  campaign.  In  these  agreements,  we  are  looking  for 
concrete  improvements  to  ensure,  so  far  as  possible,  that  the 
NAFTA  promotes  prosperity  and  social  conditions  in  all  three  coun- 
tries. This  will  help  protect  all  U.S.  workers. 

The  President's  Economic  Plan  provides  for  education  and  train- 
ing of  workers,  as  well  as  adjustment  assistance  for  workers  who 
have  lost  their  jobs  due  to  trade  or  other  reasons.  This  will  help 
workers  at  every  education  and  skill  level  to  adjust  to  shifting  con- 
ditions whatever  their  cause. 

Question  2 

As  you  know,  the  Japanese  financial  services  markets  impose  se- 
rious barriers  to  United  States  firms  seeking  to  enter  Japan.  This 
is  in  stark  contrast  to  the  ability  of  Japanese  firms  to  freely  enter 
our  markets  and  compete  on  a  level  playing  field.  For  example, 
United  States  money  management  firms  are  permitted  to  compete 
for  only  a  small  slice  of  the  Japanese  pension  market,  and  not  a 
single  United  States  firm  is  licensed  to  manage  Japanese  mutual 
funds.  What  steps  would  you  take  to  improve  the  United  States  in- 
vestment management  industry's  ability  to  compete  in  Japan? 

Answer 

Access  to  Japan's  financial  markets  has  long  been  a  problem  for 
foreign  financial  services  firms.  This  is  particularly  the  case  in  the 
asset  management  area  (pension  funds  and  investment  trusts). 

We  have  urged  the  Japanese  to  remove  all  remaining  barriers  to 
accessing  the  pension  fund  market,  and  generally  ensure  that  com- 
petition in  the  asset  management  area  is  based  on  actual  perform- 
ance and  quality  of  product  and  service.  The  Administration  in- 
tends to  continue  to  engage  the  Japanese  government  in  discus- 
sions aimed  at  increasing  competition  in  the  Japanese  financial 
services  market  and  opening  up  the  market  to  United  States  firms. 
For  the  record,  the  Japanese  Ministry  of  Finance  has  licensed  four 
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investment   Trust    Management    Companies    to    manage    mutual 
funds  in  Japan. 

Question  3 

I  understand  that  Japan  over  the  past  year  has  steadily  rolled 
back  liberalization  of  key  financial  markets  in  which  United  States 
firms  are  most  competitive  and  profitable,  including  trading  in  fu- 
tures and  options  tied  to  the  Japanese  equity  markets.  New  regu- 
latory restrictions  imposed  by  Japan  this  month,  as  well  as  one 
year  ago,  strike  directly  at  some  of  the  most  important  and  profit- 
able operations  of  United  States  firms  in  Japan.  Some  contend  that 
these  measures  are  aimed  primarily  at  protecting  the  large  Japa- 
nese securities  houses  from  United  States  competition. 

Do  you  have  any  knowledge  of  this  matter?  If  confirmed  will  you 
look  into  it  and  advise  this  Committee  as  to  what  you  believe  our 
Government  should  do  about  it? 

Answer 

In  the  area  of  equity  derivatives  trading,  United  States  and  other 
foreign  firms  have  a  strong  competitive  position  in  Japan.  Over 
three  years  ago,  when  the  Japanese  stock  market  began  its  long 
decline,  the  Japanese  stock  exchanges  began  placing  restrictions  on 
derivatives  trading.  These  restrictions  were  significantly  tightened 
last  year. 

It  is  Treasury's  view  that  Japanese  restrictions  on  equity  deriva- 
tives trading  should  be  limited  to  those  linked  to  legitimate  pru- 
dential concerns.  More  recent  proposals  by  the  Tokyo  Stock  Ex- 
change could  severely  restrict  derivatives  trading.  We  are  in  close 
contact  with  United  States  firms  in  Tokyo  about  this  issue  and 
have  initiated  consultations  with  the  Japanese  authorities. 

Question  4 

This  committee  fashioned  and  the  Senate  has  passed  a  bill  enti- 
tled the  Fair  Trade  in  Financial  Services  Act  on  several  occasions. 
The  legislation  is  designed  to  give  Treasury  negotiators  new  lever- 
age to  end  discrimination  against  United  States  financial  firms  in 
certain  markets  such  as  Japan,  Korea,  etc.  It  would,  in  essence, 
move  the  United  States  from  a  policy  of  unconditional  national 
treatment  to  a  policy  of  reciprocal  national  treatment  on  these  mat- 
ters. 

When  Secretary  Bentsen  was  asked  about  the  legislation  at  his 
own  confirmation  hearing  he  said: 

The  touchstone  of  our  trade  policy,  including  inter- 
national negotiations  on  financial  services,  is  that  we  must 
demand  reciprocity. 

Do  you  agree  with  that?  If  so,  will  you  work  with  this  committee 
to  get  the  Fair  Trade  in  Financial  Services  bill  enacted  this  year? 

Answer 

As  Secretary  Bentsen  stated  at  his  confirmation  hearings,  Treas- 
ury is  extremely  concerned  that  certain  foreign  countries  take  ad- 
vantage of  our  open  financial  markets  yet  do  not  give  U.S.  financial 
firms  a  fair  opportunity  to  compete.  He  noted  that  Treasury  will  be 
pleased  to  take  a  close  look  at  the  Fair  Trade  legislation  and  work 
with  its  supporters  on  an  appropriate  policy. 
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I  stated  in  my  own  testimony  that  I  am  in  full  agreement  with 
the  Secretary  on  the  question  of  Fair  Trade  in  Financial  Services. 
I  look  forward  to  supporting  him  in  carrying  out  the  policy  of  as- 
suring that  our  firms  are  able  to  compete  fairly  in  foreign  financial 
markets. 

Question  5 

The  Competitiveness  Policy  Council  in  its  Second  Report  released 
before  the  Senate  Banking  Committee  at  a  March  16  hearing,  also 
stated  that  our  country  must  get  on  a  track  of  eliminating  its  cur- 
rent account  deficit  by  the  end  of  the  century.  Do  you  agree  with 
that  recommendation?  If  so,  why?  If  not,  why  not? 

Answer 

We  should  seek  to  place  the  current  account  deficit  on  a  down- 
ward path,  but  whether  it  should  be  eliminated  by  a  certain  date 
depends  on  how  rapidly  we  can  change  the  factors  producing  the 
deficit.  The  current  account  reflects  a  combination  of  short-term, 
cyclical  effects  and  longer-term  factors  such  as  competitiveness  and 
national  saving  and  investment  performance. 

Clearly,  we  need  to  improve  our  national  saving  performance 
which  is  among  the  weakest  in  the  industrial  world.  President 
Clinton's  budget  deficit  reduction  plan  is  essential  if  we  are  to 
achieve  this  goal.  A  declining  current  account  deficit  will  be  only 
one  of  the  benefits. 

Our  competitiveness  is  strong,  and  we  need  to  keep  it  that  way. 
Investment  in  training  and  education  for  American  workers  will  be 
crucial  to  retaining  our  competitiveness  in  world  markets  over  the 
remainder  of  the  decade  and  into  the  21st  century. 

Currently,  our  current  account  deficit  is  rising,  primarily  reflect- 
ing the  fact  that  the  United  States  is  in  a  cyclical  recovery  while 
Japan  and  Europe  are  stuck  in  recession.  The  problem  is  not  the 
U.S.  recovery,  though  that  contributes  to  increased  imports.  The 
problem  is  slow  United  States  export  growth  to  the  important  Eu- 
ropean and  Japanese  markets.  As  I  emphasized  in  my  opening  re- 
marks, the  Administration  is  determined  to  reinvigorate  the  macro- 
economic  coordination  process  among  the  G-7  industrial  countries. 
We  are  working  in  the  G-7  and  other  forums  to  secure  action  to 
stimulate  recovery  and  sustained  growth  of  demand  in  those  econo- 
mies. 

Question  6 

As  part  of  a  program  to  get  rid  of  our  current  account  deficit  the 
Competitiveness  Policy  Council  called  on  the  Clinton  Administra- 
tion to  develop  a  global  growth  strategy  with  our  G-7  partners,  es- 
pecially Japan  and  Germany. 

How  much  of  our  trade  aeficit  with  Japan  do  you  think  we  can 
eliminate  through  a  policy  of  macroeconomic  coordination?  What 
else  must  we  do  to  eliminate  our  trade  deficit  with  Japan? 

Answer 

As  President  Clinton  indicated  in  his  talks  with  Prime  Minister 
Miyazawa  on  April  16,  the  Administration  is  particularly  concerned 
about  Japan's  growing  global  current  account  and  trade  surpluses 
and  deeply  concerned  about  inadequate  market  access  for  American 
firms,  products,  and  investors  in  Japan.  He  urged  Japan  to  lead 
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the  way  to  global  economic  growth  and  called  the  newly  announced 
Japanese  stimulus  package  a  good  first  step,  but  said  that  it  must 
be  part  of  a  continued  and  sustained  effort.  The  President  stated 
that  macroeconomic  action  alone  would  not  solve  this  problem.  Ja- 
pan's markets  must  be  more  open  and  less  restrictive. 

Question  7 

Congress  in  the  1988  trade  bill  stated  that  the  United  States 
should  seek  a  "more  stable  exchange  rate  for  the  dollar  at  a  level 
consistent  with  a  more  appropriate  and  sustainable  balance  in  the 
United  States  current  account." 

I  note  that  in  February  Secretary  Bentsen  said  he  favored  a 
higher  yen.  Do  you  think  the  yen  needs  to  increase  in  value  as  part 
of  the  process  of  achieving  a  more  sustainable  balance  of  trade  with 
Japan? 

Answer 

There  have  been  some  misconceptions  about  U.S.  exchange  rate 
policy.  I  want  to  underscore  the  Administration's  belief  that  ex- 
change rates  should  reflect  economic  fundamentals  and  attempts  to 
artificially  influence  or  manipulate  exchange  rates  are  inappropri- 
ate. Excessive  volatility  is  counterproductive  for  growth.  We  are 
monitoring  developments  closely  and  stand  ready  to  cooperate  in 
exchanged  markets  with  our  G-7  partners  as  conditions  may  war- 
rant. 

Question  8 

As  part  of  your  responsibilities  at  the  Treasury  you  will  oversee 
the  implementation  of  the  so  called  Exon-Florio  Act,  which  provides 
the  basis  for  the  President  to  block  foreign  purchases  of  U.S.  firms 
if  such  purchases  endanger  our  national  security.  Congress  has 
been  very  unhappy  with  the  manner  in  which  the  Bush  Adminis- 
tration implemented  that  Act.  Last  year  I  sponsored  legislation 
that  was  enacted  that  calls  for  the  President  to  complete  a  report 
for  Congress  analyzing  foreign  takeovers  of  U.S.  companies  en- 
gaged in  the  research,  development,  or  production  of  critical  tech- 
nologies needed  for  industrial  leadership.  In  my  floor  statement  I 
asked  that  U.S.  intelligence  agencies  be  involved  in  completing  that 
study. 

If  confirmed  will  you  take  a  personal  interest  in  this  matter  and 
examine  such  takeovers  on  a  cumulative  basis  rather  than  just  a 
case  by  case  basis? 

Answer 

I  will  ensure  that  the  Committee  on  Foreign  Investment  in  the 
United  States  (CFIUS)  carefully  reviews  each  transaction  and  that 
decisions  are  taken  on  the  merits  of  each  case. 

The  fact  that  Exon-Florio  provision  does  not  limit  the  factors  that 
CFIUS  may  take  into  account  in  national  security  reviews  will  help 
me  in  carrying  out  that  obligation.  The  importance  of  technology  to 
national  security  and  the  extent  of  foreign  ownership  of  critical 
technologies  are  factors  that  clearly  should  come  into  play  during 
CFIUS  consideration  of  transactions.  Last  year's  amendments  to 
the  Exon-Florio  provision  specifically  added  "technological  leader- 
ship" as  a  factor  that  may  be  considered  in  reviewing  transactions. 
We  will  of  course  implement  the  law  fully. 
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Question  9 

Our  Government  is  now  taking  serious  steps,  long  advocated  by 
foreign  governments,  to  address  structural  problems  in  the  U.S. 
economy,  such  as  high  budget  deficits  and  inadequate  investment. 
That  is  why  it  is  so  appropriate  for  us  to  now  try  to  rejuvenate 
international  macroeconomic  coordination  efforts. 

(a)  Currently,  our  bilateral  trade  deficit  with  Japan  is  being  ag- 
gravated by  tne  weakness  of  the  Japanese  economy.  I  think  it  is 
in  their  interest,  as  well  as  ours,  to  do  something  about  that,  and 
I  hope  they  will.  With  regard  to  fiscal  policy,  if  you  measure  their 
budget  deficit  the  way  we  do,  including  Social  Security,  they  are 
running  a  substantial  surplus.  It  ha?  come  down  a  bit  over  the  past 
couple  of  years,  but  it  is  still  very  substantial.  They  are  now  talk- 
ing about  a  new  stimulus  package.  Recent  press  articles  indicate 
that  you  have  raised  a  number  of  questions  with  them  about  it.  Are 
you  satisfied  that  it  is  large  enough?  What  should  they  be  doing 
in  your  view? 

(b)  Michael  Camdessus,  Managing  Director  of  the  IMF,  has 
called  for  faster  and  larger  interest  rate  declines,  especially  in  Ger- 
many. Do  you  agree  with  him? 

Answer 

The  Japanese  government  has  just  announced  a  13.2  trillion  yen 
($116  billion)  economic  stimulus  package  to  help  boost  growth  of 
domestic  demand.  As  Secretary  Bentsen  has  stated,  we  view  this 
package  as  a  useful  first  step  in  a  multi-year  process  aimed  at 
helping  Japan  to  reduce  its  external  imbalances. 

There  is  a  general  agreement  among  observers  of  the  German 
economy  that  lower  interest  rates  in  Germany  and  in  Europe  would 
be  helpful  to  economic  recovery  in  Germany,  the  rest  of  Europe  and 
the  world  economy.  In  fact,  German  interest  rates  have  been  de- 
clining. We  are  hopeful  that  this  will  continue  and  that  evolving 
German  economic  conditions  will  permit  some  acceleration  of  the 
rate  of  decline. 

Question  10 

The  Financial  Times  reported  on  March  23  that  you  are  unset- 
tling officials  at  the  Japanese  Ministry  of  Finance  because  of  the 
long  list  of  detailed  questions  you  have  sent  them  about  the  inner 
workings  of  their  economic  policy. 

I  expect  this  is  part  of  helping  us  understand  why  they  are  not 
stimulating  their  economy  more  as  part  of  the  G-7  macroeconomic 
policy  coordination  process.  Is  that  correct?  If  so,  what  do  you  think 
the  Japanese  should  be  doing  that  they  are  not  doing? 

Answer 

Secretary  Bentsen  indicated  in  his  confirmation  testimony  that 
he  is  committed  to  re-invigorating  the  G-7  process.  To  that  end,  we 
need  to  understand  better  the  operation  of  one  another's  economies 
and  are  examining  ways  to  improve  our  economic  analysis  capabili- 
ties in  the  G-7  process.  We  have  exchanged  views  with  the  Japa- 
nese and  other  G-7  members  on  these  matters.  The  Japanese  gov- 
ernment has  cut  interest  rates  considerably  and  has  just  an- 
nounced a  13.2  trillion  yen  ($116  billion)  fiscal  stimulus  package. 
We  are  very  interested  in  these  developments  and  will  continue  to 
discuss  the  impact  of  these  policy  actions  with  Japanese  officials. 
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Question  11 

On  March  19  The  Washington  Post  carried  an  article  entitled 
"Summers  Sees  G-7  Nations  Aid  to  Russia  Soon."  That  article 
notes  that  Secretary  of  State  Warren  Christopher  believes  large 
grants  from  the  IMF  and  World  Bank  are  needed  to  help  Russia 
and  that  both  institutions  will  need  to  relax  their  criteria  for  lend- 
ing to  that  country.  Do  you  agree?  If  so,  will  this  impact  adversely 
on  the  financial  solvency  of  those  institutions? 

Answer 

IMF  and  IBRD  financial  assistance  in  support  of  adjustment  ef- 
forts is  a  key  element  of  the  West's  strategy  for  helping  the  Rus- 
sians help  themselves.  For  that  money  to  be  well-spent,  however, 
it  must  be  linked  to  progress  on  reforms.  At  the  same  time,  it  may 
be  entirely  appropriate  to  make  adjustments  to  certain  lending  cri- 
teria to  accommodate  some  of  the  unique  economic  circumstances 
and  challenges  facing  Russia.  What  is  important  is  that  these  loans 
provide  continued  support  to  Russian  efforts  to  build  a  stable, 
growing,  market-oriented  economy. 

Assistance  to  Russia  from  the  IMF  or  World  Bank  should  not  af- 
fect the  financial  solvency  of  either  institution.  Indeed,  the  sta- 
bilization measures  and  market  reforms  supported  by  the  IMF  and 
IBRD  should  go  far  in  improving  the  creditworthiness  of  Russia 
and  its  ability  to  service  debt  obligations  to  official,  multilateral, 
and  private  creditors. 

Question  12 

The  U.S.  Government  currently  has  frozen  payments  from  Iraq 
and  Iraq-based  companies  to  U.S.  companies  for  work  or  goods  pro- 
vided prior  to  the  invasion  of  Kuwait  by  Saddam  Hussein. 

One  of  these  companies  affected  by  this  policy  is  Berger  and 
Company,  based  in  Saginaw,  Michigan.  Berger  and  Company  has 
been  waiting  more  than  two  years  to  recover  almost  $2  million 
from  an  account  in  the  Bank  of  New  York. 

(a)  I  asked  you  about  this  matter  in  questions  I  submitted  to  you 
for  the  record  after  your  appearance  before  the  Finance  Committee 
and  the  answer  I  got  back  was  not  different  from  an  answer  I  pre- 
viously got  from  the  Office  of  Foreign  Assets  Control.  Would  you 
please  look  into  this  matter  and  see  whether  Japan,  Spain  and 
other  countries  follow  the  credit  law  that  OFAC  relies  on  in  admin- 
istering the  Iraqi  asset  freeze. 

(b)  If  confirmed  as  Under  Secretary  will  you  meet  with  represent- 
atives of  the  American  companies  to  see  if  some  way  can't  be  found 
to  allow  them  to  receive  payments  for  items  shipped  to  Iraq  prior 
to  the  August  1990  invasion  of  Kuwait? 

Answer 

(a)  I  understand  that  this  issue  is  a  subject  of  litigation  in  sev- 
eral Federal  district  courts  and  in  the  United  States  Court  of  Ap- 
peals for  the  District  of  Columbia  Circuit.  Berger  and  Company  is 
a  litigant  in  one  of  those  cases. 

This  issue  stems  from  the  Iraqi  assets  freeze  which  is  enforced 
by  the  Enforcement  Division,  not  the  International  Affairs  Division 
of  Treasury,  and  thus  is  outside  the  jurisdiction  of  my  office.  I  have 
asked  Ron  Noble,  the  Assistant  Secretary  for  Enforcement,  to  un- 
dertake a  thorough  review  of  this  matter,  including  whether  Japan, 
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Spain  and  other  countries  follow  the  credit  law  that  OFAC  relies 
on  in  administering  the  Iraqi  asset  freeze. 

(b)  Because  this  matter  is  under  the  jurisdiction  of  Treasury's  As- 
sistant Secretary  for  Enforcement  ana  because  it  is  currently  the 
subject  of  pending  litigation,  it  would  not  be  appropriate  for  me  to 
meet  with  litigants  such  as  Berger  and  Company. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  GRAHAM 
FROM  LAWRENCE  SUMMERS 

Problem: 

The  Foreign  Bank  Supervision  Enhancement  Act,  (Title  II  of  the 
Federal  Deposit  Insurance  Corporation  Improvement  Act  of  1991) 
was  enactea  on  December  19,  1991.  The  Act  required  foreign  bank 
application  approvals  to  be  handled  by  the  Federal  Reserve  Sys- 
tem. As  of  August  10,  1992  a  total  of  25  applications  by  foreign 
banks  to  establish  a  branch,  agency,  representative  office  or  com- 
mercial lending  company  or  to  acquire  a  commercial  bank  had  been 
received  in  the  Federal  Reserve  System  (i.e.  at  the  Board  and  the 
Reserve  Banks). 

Since  December  19,  1991,  10  of  these  applications  have  been  for- 
mally accepted  for  the  Board  for  processing.  The  remaining  15  ap- 
plications are  under  active  review  by  the  Reserve  Banks,  with  sev- 
eral close  to  being  accepted  for  Board  processing. 

As  of  March  1,  1993,  only  three  of  the  applications  had  been  fi- 
nally approved  by  the  Board. 

In  general,  the  application  process  has  taken  at  least  two  years 
to  get  Board  approval  with  the  principle  hold-up  being  the  name 
check  process  for  principle  shareholders  and  officers  and  the  ques- 
tion of  whether  countries  have  a  "consolidated  home  country  super- 
vision" program. 

Question  1 

The  Treasury  is  charged  with  the  responsibility  for  the  Enter- 
prise of  the  America's  Act  and  the  Caribbean  Basin  Initiative.  Do 
you  see  the  delay  in  approving  these  foreign  bank  applications  as 
having  any  negative  trade  financing  impact  for  U.S.  companies  try- 
ing to  do  business  with  Latin  American  and  Caribbean  Basin  coun- 
tries? 

Answer 

We  have  heard  of  no  firms  having  problems  obtaining  financing 
for  trade  with  Latin  America  as  a  result  of  delays  in  approving 
bank  applications.  Many  United  States  banks  are  represented  in 
Latin  America  and  many  Latin  American  banks  already  have  of- 
fices in  the  United  States.  Trade  flows  are  large  between  the  two 
regions. 

Question  2 

A^ain,  the  delay  for  the  approval  of  these  applications  is  due  pri- 
marily because  the  Federal  Reserve  sends  the  application  names  to 
10-13  other  agencies  for  clearance  as  well  as  getting  other  coun- 
tries to  put  in  place  a  "consolidated  home  country  supervision"  reg- 
ulatory program. 

Has  the  issue  of  "consolidated  home  country  supervision"  been 
brought  to  the  Treasury's  attention  yet  in  the  context  of  financial 
institution  trade  agreements  or  discussions  with  Finance  Ministers 
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from  other  countries?  If  so  please  provide  a  brief  discussion  of  the 
context  of  the  discussion. 

Answer 

The  issue  of  consolidated  supervision  has  be*en  raised  a  number 
of  times  in  negotiations  with  Treasury.  Treasury  has  conducted  bi- 
lateral Uruguay  Round  financial  services  negotiations  with  ap- 
proximately 40  countries.  Several  of  those  countries  raised  the 
issue  of  consolidated  supervision  during  the  course  of  the  discus- 
sions. It  was  also  brought  up  during  NAFTA  financial  services  ne- 
gotiations. Finally,  the  head  of  the  U.S.  delegation  to  the  OECD's 
Committee  on  Financial  Markets  (CFM)  discussed  the  issue  at  the 
February  1993  meeting  of  the  committee  at  the  request  of  the 
OECD  secretariat. 

In  these  negotiations  and  discussions,  foreign  countries  have 
been  interested  in  both  the  intent  of  Congress  in  passing  the  "con- 
solidated supervision"  standard  and  the  regulators  approach  to  im- 
plementation. Concerns  have  been  expressed  by  foreign  negotiators 
about  the  consolidated  supervision  standard  and  delays  in  the  ap- 
plication process. 

Question  3 

Can  the  Treasury  help  in  speeding  up  the  application  process 
which  is  currently  taking  about  two  years? 

Answer 

The  Treasury  welcomes  the  participation  of  foreign  banks  in  the 
United  States.  Treasury  has  no  role  in  the  approval  process  except 
when  a  foreign  bank  seeks  a  federal  charter  for  its  proposed  U.S. 
office.  This  requires  parallel  approval  from  the  Office  of  the  Comp- 
troller of  the  Currency  (OCC),  a  bureau  of  the  U.S.  Treasury.  Most 
foreign  banks  seek  state  licenses  for  their  proposed  offices,  rather 
than  Federal  charters,  so  the  OCC  may  not  process  many  applica- 
tions under  the  Foreign  Bank  Supervision  Enforcement  Act  proce- 
dures. Nonetheless,  the  OCC  works  closely  with  the  Board  to  co- 
ordinate the  application  processes  and  the  Board  encourages  for- 
eign banks  to  submit  their  OCC  applications  in  support  of  their  ap- 
plications to  the  Board. 

The  Board  reports  two  chief  causes  of  delay.  First  is  the  time 
necessary  to  complete  the  name  checks  requested  by  the  Board 
from  other  government  agencies  on  the  applicant  foreign  bank,  cer- 
tain shareholders,  and  key  personnel.  Second  is  the  time  necessary 
to  obtain  information  requested  by  the  Board  from  both  the  foreign 
bank  applicant  and  from  supervisory  authorities  in  the  foreign 
bank's  home  country  (in  some  cases,  foreign  regulators  have  not  re- 
sponded). The  Board  is  sensitive  to  the  delays.  It  recently  an- 
nounced several  procedural  changes  it  is  making  to  expedite  the 
process. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  SARBANES 

FROM  LAWRENCE  SUMMERS 

Report  on  Exchange  Rates  &  International  Economic  Policy 

Question  1 

Title  III  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988 
on  exchange  rates  and  international  economic  policy  coordination 
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requires  the  Secretary  of  the  Treasury  to  submit  a  written  report 
on  October  15  of  each  year  on  international  economic  policy,  includ- 
ing exchange  rate  policy,  and  a  written  update  of  developments  six 
months  after  the  initial  report.  In  addition,  the  statute  requires  the 
Secretary  to  appear,  if  requested,  before  the  Committee  to  provide 
testimony  on  the  reports. 

That  would  mean  that  the  next  update  of  the  report  is  due  on 
April  15,  less  than  three  weeks  from  now. 

Do  you  anticipate  that  the  Report  will  be  submitted  on  time? 

Answer 

I  understand  my  staff  has  contacted  Committee  staff  on  this 
issue  to  discuss  a  delay  of  the  report's  release  date  until  mid-May. 
I  have  been  told  that  this  proposal  is  agreeable  to  the  Committee. 

Question  2 

Title  III  of  the  Act  also  requires  the  Treasury  Secretary  to  ana- 
lyze on  an  annual  basis  the  exchange  rate  policies  of  foreign  coun- 
tries and  consider  whether  countries  manipulate  the  rate  of  ex- 
change of  their  currency  and  the  U.S.  dollar  for  purpose  of  gaining 
unfair  competitive  advantage  in  international  trade.  If  the  Treas- 
ury Secretary  considers  that  manipulation  is  occurring,  he  is  re- 
quired to  initiate  negotiations  with  such  foreign  countries  on  an  ex- 
pedited basis  for  the  purpose  of  ensuring  that  such  countries  regu- 
larly and  promptly  adjust  the  rate  of  exchange  between  their  cur- 
rencies and  the  U.S.  dollar  to  permit  effective  balance  of  payment 
adjustments  and  to  eliminate  the  unfair  advantage.  The  Treasury 
Secretary  is  required  report  on  the  results  of  the  negotiations  in 
the  report  to  Congress. 

The  past  two  reports  have  cited  the  People's  Republic  of  China 
and  Taiwan  for  currency  manipulation,  and  I  believe  discussions 
have  been  taking  place  between  the  United  States  and  those  coun- 
tries over  the  issue.  Are  you  familiar  with  this  issue  and  will  it  be 
addressed  in  the  April  15  report? 

Answer 

In  the  time  since  Treasury  cited  China  and  Taiwan  for  currency 
manipulation,  Treasury  Department  officials  have  been  conducting 
negotiations  with  officials  representing  the  People's  Bank  of  China 
(PRO  and  the  Central  Bank  of  China  (Taiwan).  These  issues  will 
be  addressed  in  detail  in  the  forthcoming  report. 

Tied  Aid  Credits 

Last  year  the  Congress  reauthorized  the  charter  of  the  Export- 
Import  Bank  for  5  years,  and  also  reauthorized  the  Tied  Aid  Credit 
War  Chest  of  the  Eximbank  for  3  years.  A  particular  point  of  con- 
cern in  the  legislation  was  U.S.  policy  on  the  use  of  the  War  Chest 
in  regard  to  the  tied  aid  credit  agreement  completed  last  year 
among  the  member  countries  of  the  OECD — Organization  for  Eco- 
nomic Cooperation  and  Development. 

The  previous  Administration  adopted  a  policy  of  utilizing  the 
Tied  Aid  Credit  War  Chest  only  in  cases  when  a  foreign  govern- 
ment included  a  grandfather  provision  under  which  countries  could 
utilize  for  a  period  of  time  tied  aid  credits  under  the  old  rules,  yet 
the  U.S.  would  not  respond  because  technically  the  foreign  coun- 
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tries  were  complying  with  the  tied  aid  credit  agreement.  In  addi- 
tion, the  Committee  believed  that  the  Eximbank  should  have  the 
flexibility  to  use  the  Tied  Aid  Credit  War  Chest  even  in  cases  in 
which  a  foreign  government  did  not  violate  the  agreement  if  the  ex- 
port deal  in  question  was  of  strategic  economic  interest  to  the  U.S. 
As  a  result,  the  Congress  amended  Section  15  of  the  charter  of 
the  Export-Import  Bank  last  year  to  authorize  the  Eximbank  to 
match  tied  aid  and  untied  aid  credits  extended  by  other  govern- 
ments "in  cases  in  which  the  Bank  determines  that  United  States 
trade  or  economic  interests  justify  the  matching  of  tied  aid  credits 
extended  in  compliance  with  the  Arrangement  (tied  aid  credit 
agreement),  including  grandfathered  cases. 

Question  1 

Are  you  familiar  with  the  statutory  change  made  in  the  charter 
last  year  in  regard  to  the  use  of  tied  aid  credits?  Are  you  able  to 
assure  the  Committee  that  the  change  made  in  the  charter  will  be 
reflected  in  Administration  policy  on  the  use  of  the  Tied  Aid  Credit 
War  Chest? 

Answer 

The  Administration  will  implement  the  provisions  inserted  last 
year  in  the  Eximbank  charter  renewal  legislation  authorizing  the 
use  of  the  Tied  Aid  Credit  Fund  to  match  other  countries'  tied  aid 
credit  offers  (i)  that  are  in  compliance  with  the  OECD  Export  Cred- 
it Arrangement,  including  grandfathered  cases,  and  (ii)  in  other 
cases  where  Eximbank  determines  that  U.S.  trade  or  economic  in- 
terests justify  its  use. 

We  believe  that  this  authority  should  be  utilized  selectively. 
Eximbank  does  not  have  the  resources  to  match  all  foreign  tied  aid 
offers  that  are  in  conformity  with  the  OECD  Arrangement.  The 
focus  of  War  Chest  use  should  be  on  monitoring  the  new  tied  aid 
agreement  being  implemented  in  the  OECD.  Effective  implementa- 
tion of  this  agreement  is  the  best  way  to  serve  the  interests  of  U.S. 
exporters,  given  the  reality  of  other  countries'  large  aid  programs. 
Our  exporters  will  increasingly  be  able  to  concentrate  their  efforts 
on  projects  where,  as  a  result  of  the  operation  of  the  agreement, 
they  are  unlikely  to  face  competition  financed  by  tied  aid  or  par- 
tially untied  aid. 

At  the  same  time,  we  want  to  conserve  resources  that  can  be 
used  for  Eximbank's  regular  loan,  guarantee  and  insurance  pro- 
grams. Eximbank's  resources  are  leveraged  much  more  heavily 
when  used  in  these  regular  programs  than  when  used  in  tied  aid 
credits.  This  fact  reinforces  the  view  that  use  of  the  War  Chest  for 
matching  should  be  selective. 

Exon-Florio 

Title  V  of  the  Omnibus  Trade  and  Competitiveness  Act  of  1988 
contains  the  so-called  Exon-Florio  amendment  to  the  Defense  Pro- 
duction Act,  which  falls  under  the  jurisdiction  of  the  Banking  Com- 
mittee. The  Exon-Florio  provision  authorizes  the  President  to  sus- 
pend or  prohibit  any  acquisition,  merger,  or  takeover  of  a  U.S.  com- 
pany by  a  foreign  company  if  he  determines  that  it  threatens  to  im- 
pair the  national  security  of  the  United  States. 
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Last  year  the  Subcommittee  on  International  Finance  of  the 
Banking  Committee  held  an  oversight  hearing  on  the  implementa- 
tion of  the  Exon-Florio  provision  since  its  enactment  in  1988.  Dur- 
ing that  time,  over  700  notices  of  proposed  or  pending  mergers 
have  been  filed  with  the  President.  Of  these,  13  have  been  sub- 
jected to  an  extended  45-day  review.  Of  the  13,  4  cases  were  with- 
drawn and  9  went  to  the  President  for  a  final  determination.  Of 
these  9,  1  was  blocked  by  the  President. 

Thus,  in  the  4  years  since  the  enactment  of  the  provision,  only 
9  cases  have  been  referred  to  the  President  for  decision,  and  action 
was  taken  by  the  President  in  only  1  case.  The  evidence  appears 
to  indicate  that  implementation  of  this  provision  by  the  previous 
Administration  was  not  vigorous. 

The  Interagency  Committee  on  Foreign  Investment  in  the  United 
States  (CFIUS)  charged  with  implementation  of  the  Exon-Florio 
provision  is  chaired  by  the  Secretary  of  the  Treasury  and  as  I  un- 
derstand, it  falls  under  the  responsibilities  of  the  Under  Secretary 
for  International  Affairs. 

Question  1 

Could  you  give  us  your  views  of  the  Exon-Florio  provision  and 
how  you  envision  it  being  implemented? 

Answer 

I  see  the  CFIUS  function  as  protecting  the  national  security  with 
respect  to  foreign  direct  investment  in  the  United  States.  I  believe 
that  can  be  accomplished  without  discouraging  investment  here. 

Although  the  Exon-Florio  provision,  as  amended,  stipulates  five 
factors  that  CFIUS  may  take  into  account  in  considering  foreign 
acquisitions,  CFIUS  is  not  bound  to  restrict  itself  to  those  factors. 
And  I  can  assure  that  CFIUS  deliberations  will  be  as  far  reaching 
as  necessary  to  determine  the  national  security  effects  of  trans- 
actions. After  review  and  investigation,  as  warranted,  CFIUS  will 
make  appropriate  recommendations  to  the  President. 

Question  2 

Last  year  Senator  Riegle  and  I  cosponsored  an  amendment  to  the 
Exon-Florio  provision  which  was  contained  in  the  defense  author- 
ization bill  which  requires  that  an  extended  investigation  and  de- 
termination be  made  by  the  President  in  every  case  in  which  a  for- 
eign government-controlled  company  seeks  to  acquire  a  U.S.  firm. 
The  amendment  was  prompted  by  the  case  last  year  of  a  French 
government-controlled  company  seeking  to  acquire  a  U.S.  defense 
contractor.  As  the  GAO  pointed  out  in  testimony  before  the  Bank- 
ing Committee  last  year: 

The  U.S.  Government  does  not  own  its  own  defense  con- 
tractors. Thus,  it  is  appropriate  to  ask  whether  it  would  be 
a  good  idea  to  have  one  of  our  prime  defense  contractors 
owned  by  a  foreign  government-controlled  company. 
In  your  view,  do  acquisitions  of  U.S.  firms  by  foreign  govern- 
ment-control led  companies  raise  particular  concerns? 

Answer 

Yes.  While  government  control  may  not  necessarily  be  deter- 
minative, government-controlled  companies  may  respond  to  the  na- 
tional interests  of  a  foreign  government  and  may  not  operate  in 
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strict  accordance  with  market  forces.  For  such  reasons,  government 
ownership  is  a  factor  CFIUS  considers  seriously  in  reviewing  acqui- 
sitions with  national  security  implications.  We  will  implement  the 
Exon-Florio  provision  fully.  When  CFIUS  reviews  a  proposed  acqui- 
sition by  a  government-owned  company  that  could  affect  national 
security,  CFIUS  will  undertake  an  investigation  and  report  to  Con- 
gress once  the  President  has  made  a  decision  whether  to  block  the 
transaction. 

RESPONSE  TO  WRITTEN  QUESTIONS  OF  SENATOR  CAMPBELL 

FROM  LAWRENCE  SUMMERS 

Question 

For  nearly  three  years,  several  companies  which  had  done  busi- 
ness with  Iraq  prior  to  Iraq's  invasion  of  Kuwait  have  been  unable 
to  receive  payment  for  their  goods.  The  problem  is  not  with  Iraq, 
but  with  the  Treasury  Department,  which  froze  all  funds  from  Iraq 
earmarked  for  American  companies.  The  only  recourse  for  Amer- 
ican companies  is  to  obtain  a  "license"  from  the  Treasury  Depart- 
ment, a  process  which  seems  arbitrary  and  benefits  banks  at  the 
expense  of  American  businesses.  The  U.S.  Congress  last  year  ques- 
tioned the  Treasury  Department's  rationale  in  denying  payments 
from  blocked  accounts,  and  asked  that  Treasury  quickly  resolve 
this  issue  in  favor  of  American  business. 

Mr.  Summers,  do  you  have  a  position  on  this  issue?  If  you  are 
not  yet  familiar  with  the  issue,  will  you  commit  to  a  rapid  review 
of  Treasury  Department  policies  regarding  payments  to  American 
businesses  from  blocked  accounts? 

Answer 

The  agency  within  the  Treasury  Department  responsible  for 
blocking  foreign  accounts  is  the  Office  of  Foreign  Assets  Control 
(OFAC).  The  Director  of  OFAC  reports  to  the  Assistant  Secretary 
for  Enforcement,  and  is  outside  my  area  of  responsibility.  I  have 
asked  Ron  Noble,  the  Assistant  Secretary  for  Enforcement,  to  un- 
dertake a  thorough  review  of  this  matter. 
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lanitd  States  Senate 


March  26,  1993 


The  Honorable  Don  Riegle 

Chairman 

Senate  Committee  on  Banking,  Housing  and  Urban  Affairs 

United  States  Senate 

Washington,  D.C.   20510 

Dear  Mr.  Chairman: 

I  regret  that  I  am  unable  to  be  with  you  today  for  the 
confirmation  hearing  of  Mr.  Terrance  Duvernay  of  the  State  of 
Georgia  to  be  Deputy  Secretary  of  the  Department  of  Housing  and 
Urban  Development.   I  did,  however,  want  you  and  the  other 
members  of  the  Committee  to  know  of  my  strong  support  for  Terry. 

Terry  has  a  strong  track  record  in  housing  finance  and  in 
public  housing  issues .   He  is  currently  the  Executive  Director  of 
the  Georgia  Housing  and  Finance  Authority  which  oversees  a 
variety  of  public  and  private  housing  programs  ranging  from 
Georgia  Housing  Trust  Fund  for  the  Homeless  to  the  Georgia  Home 
Buyer  Program.   At  the  same  time,  he  has  also  served  as  Georgia 
Governor  Zell  Miller's  chief  advisor  on  urban  affairs.   Finally, 
Mr.  Duvernay  has  worked  extensively  with  Governor  Miller  and  the 
General  Assembly  of  Georgia  to  develop  a  comprehensive  economic 
development  program  with  an  emphasis  on  creating  public-private 
initiatives  to  bring  sustained  economic  growth  to  Georgia's  most 
disadvantaged  communities. 

Given  his  extensive  background  in  housing,  urban  and 
economic  development  issues,  I  believe  Terry  will  make  an 
outstanding  Deputy  Secretary  for  the  Department  of  Housing  and 
Urban  Development .   I  hope  you  and  the  other  Committee  members 
will  give  him  your  favorable  consideration. 


Sincerely, 


Sam  Nunn 
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March  25,   1993 


National 
Council  of 
State 
Housing 
Agencies 


The  Honorable  Donald  W.  Riegle,  Jr. 
Chairman,  Senate  Committee  on  Banking, 

Housing,  and  Urban  Affairs 
SD-105  Dirksen  Senate  Office  Building 
Washington,  D.C.    20510 

Dear  Senator  Riegle: 

At  the  risk  of  carrying  coals  to  Newcastle,  we  are  writing  on 
behalf  of  the  housing  agencies  of  our  nation's  fifty  states,  the  District 
of  Columbia,  Puerto  Rico,  and  the  Virgin  Islands  to  support 
enthusiastically  the  nomination  of  Terry  Duvemay  to  become  Deputy 
Secretary  of  the  Department  of  Housing  and  Urban  Development. 
Probably  no  other  nomination  of  any  housing  professional  in  the 
history  of  the  Department  has  been  met  by  such  widespread  and 
unqualified  support  from  all  parts  of  the  housing  and  urban 
development  community.  And  no  person  in  America  has  credentials 
and  abilities  which  exceed  Terry's  in  meriting  that  support. 

We  need  make  no  introduction  of  Terry  to  you,  of  course,  Mr. 
Chairman,  because  he  distinguished  himself  in  your  state  during  his 
long  tenure  as  Director  of  the  Michigan  State  Housing  Development 
Authority.  And  Terry's  record  of  distinction  -  which  includes  his 
presidency  of  the  National  Council  of  State  Housing  Agencies  itself  - 
led  President  Clinton  to  approve  him  among  the  very  first  of  his 
subcabinet  appointments. 

Terry's  confirmation,  with  that  of  Secretary  Cisneros,  will  be 
greeted  by  housing  professionals  throughout  the  country  -  especially 
those  most  concerned  with  our  fellow  citizens  who  need  a  helping 
hand  -  as  the  most  welcome  news  in  federal  housing  policy 
development  and  administration  in  a  very,  very  long  time. 

We  appreciate  this  opportunity  to  express  our  support  for  Terry 
and  urge  his  prompt  confirmation! 


\ 


M'arvifi  S'ifiinger  JdhjiY.  McEvoy 

President  Executive  Director 


444  North  Capitol  Street.  NW,  Suite  458   Washington,  DC  20001    (202)624-7710  FAX  (202)624-5899 
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NATIONAL    ASSOCIATION    OP 


HOUSING  MID   REDEVELOPMENT  OFFICIALS 


MICHIGAN  CHAPTER 


March  8,  1992 


The  Honorable  Donald  w.  Riegle,  Jr. 
Chairman,  Senate  Banking  Committee 
SD  105  Dirksen  Senate  Office  Building 
Washington,  D.C.  20510-2201 

Dear  Mr.  Chairman: 

On  behalf  of  the  Michigan  Chapter  of  the  National  Associa- 
tion of  Housing  and  Redevelopment  Officials  (NAHRO*,  we 
would  like  to  express  our  support  for  the  confirmation  of 
the  Under  Secretary  designate  of  the  U.S.  Department  of 
Housing  and  Urban  Development,  Terrence  R.  Duvernay. 

During  his  tenure  as  Executive-  Director  of  the  Michigan 
State  Housing  Development  Authority  (MSHDA),  we  were  very 
pleased  with  the  positive  impact  he  had  addressing  the 
affordable  housing  needs  of  low  and  moderate  income 
families,  elderly  and  his  creativity  in  addressing  the 
homeless  population  in  Michigan.   He  was  very  instrumental 
in  developing  private/public  relationships  to  maximize  our 
abilities  in  producing  additional  low  cost  housing. 
Throughout  the  State  of  Michigan  you  will  find  many  creative 
and  innovative  developments  which  were  initiated  by  the 
Under  Secretary  designate,  Terrence  R.  Duvernay. 

Michigan  has  benefited  from  his  leadership  and  now  we  look 
forward  for  his  confirmation.   Our  low  income  citizens  will 
be  the  true  benefactors  of  his  leadership. 


Sincerely,      ^-O 
carlos  A.  Sanchez  s' 


President 


CAS /be 
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Michigan  State  Housing  Development  Authority  *                                 State  of  Michigan 

James  L.  Logue  III.  Executive  Director  J°hn  Engler,  Governor 

Plaza  One,  Fourth  Floor 

401  South  Washington  Square,  P.O.  Box  30044  Department  of  Commerce 

Lansing.  Michigan  48909  Arthur  E.  Ellis,  Director 

March  12,  1993 


The  Honorable  Donald  W.  Riegla,  Jr. 

United  States  Senate 

105  Dirksen  Senate  Office  Building 

Washington,  D.C.  20510-2202 

Dear  Senator  Riegle: 

On  behalf  of  the  Board  and  the  employees  of  the  Michigan  State  Housing 
Development  Authority  (MSHDA) ,  I  am  writing  in  support  of  the  nomination  of 
Terrence  R.  Duvernay  as  Deputy  Secretary  of  the  U.  S.  Department  of  Housing 
and  Urban  Development. 

Terry  Duvernay  has  an  outstanding  record  as  an  innovator  in  housing  ;:: ■-. 
community  development.  He  has  served  in  many  leadership  positions  in 
local,  state  and  federal  government  across  the  county  and  wherever  he  has 
been,  he  has  made  a  difference.  Terry  exemplifies  the  true  spirit  of 
public  service  and  has  dedicated  himself  to  making  life  better  for  those 
with  the  greatest  need.  There  is  no  sacrifice  he  would  not  make  an  behalf 
of  others.  Those  of  us  who  have  worked  with  Terry  consider  him  to  be  one 
of  the  outstanding  leaders  in  affordable  housing  today.  Considerable 
talent,  vision  and  dedication  will  be  needed  at  HUD,  and  we  can  think  of 
no  better  person  to  meet  the  challenges. 

It  is  without  hesitation  or  reservation  that  MSHDA  urges  the  Committee  to 
approve  his  confirmation. 


James  L.  Logue  III 
Executive  Director 


JLL:ln 


tal 


Equal  HMMgCMmMy        (+Z. 

EuaiOpponuniyEmxm      V^»  (5171373-8370 

"<*"  FAX  (517)  373-24SC 
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National  Association  of  Home  Builders 

1201  15th  Street,  N.W.,  Washington,  D.C.  20005-2800 
(2021  822-0200  (8001  368-5242  Fax  (202)  822-0374 

J.  Roger  C.Iuni 

1993  President  ,       _  „  ___ 

March  24,  1993 


The  Honorable  Donald  W.  Riegle,  Jr.,  Chairman 
Committee  on  Banking,  Housing  and  Urban  Affairs 
United  States  Senate 
Washington,  D.  C.  20515 

Dear  Chairman  Riegle: 

On  behalf  of  the  more  than  160,000  member  firms  of  the 
National  Association  of  Home  Builders  (NAHB) ,  I  offer  our  strong 
support  for  the  nomination  of  Terrence  R.  Duvernay  for  the 
position  of  Deputy  Secretary,  U.  S.  Department  of  Housing  and 
Urban  Development. 

Mr.  Duvernay,  is  highly  deserving  of  the  respect  he  has 
attained  throughout  the  housing  community.   His  fifteen  year 
record  of  accomplishments  in  the  area  of  affordable  and 
accessible  housing  and  housing  finance  evidence  the  fact  that  he 
is  a  truly  skilled  housing  professional,  and  a  highly  capable 
team  player.   His  appointment  would  be  a  valuable  asset  to  the 
Administration . 

We  believe  the  Committee  should  confirm  Mr.  Duvernay, 
without  hesitation,  as  eminently  qualified  and  exceedingly 
capable  for  the  position  of  HUD  Deputy  Secretary. 

BesB""^gards , 


Besa^T^gards , 


J.    Roger  Glunt 


"Housing  Makes  a  Difference" 
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THE  UNITED  STATES  CONFERENCE  OF  MAYORS 

1620  HYB  STREET,  NORTHWEST 

•WASHINGTON,  DiG  20006 

TELEPHONE  (202)  293-7330 

BOC  (202)  293-2352 

March  25,  1993 


The  Honorable  Donald  Rlegle 
Chairman 

The  United  States  Senate 
Senate  Banking,  Housing 
and  Urban  Affairs  Committee 
6304  Olrkeen  Senate  Office  Building 
Washington.  DC  20006 

Dear  Senator  Rlegle: 

I  am  writing  this  letter  of  endorsement  for  Terrance  R.  Duvemay  who  has  been 
nominated  by  President  Clinton  to  be  Deputy  Secretary  of  the  U.S.  Department  of 
Housing  and  Urban  Development 

On  behalf  of  the  U.S.  Conference  of  Mayors,  and  the  other  groups  listed  below, 
all  of  whom  represent  elected  or  appointed  local  officials,  we  wanted  you  to  be  aware 
of  our  united  and  enthusiastic  support  for  Mr.  Duvemay. 

For  three  decades,  those  of  us  who  have  worked  closely  with  him  in  support  of 
the  broad  national  goals  of  providing  low  and  moderate  housing,  know  of  Terry 
Duvema/s  passionate  and  professional  commitment  to  making  the  programs  of  the 
federal  government  accessible  to  all  people.  Mr.  Duvemay  Is  a  seasoned,  experienced 
community  development  practitioner  and  Innovator  who  understands  the  problems  that 
confront  state  and  local  governments. 

Mr.  Duvemay  worked  closely  with  all  of  our  associations  when  he  was  Chief  of 
Staff  at  the  Department  of  Housing  and  Urban  Development  during  the  late  1 970's,  when 
he  was  appointed  by  then  HUD  Secretary  Moon  Landrieu. 

We  know  you  are  aware  of  his  talents  from  your  own  State  of  Michigan,  when  he 
served  as  Executive  Director  of  the  Michigan  State  Housing  Development  Authority 
(MSHDA)  and  as  a  Special  Advisor  to  Governor  Jim  Blanchard. 

On  every  level,  local,  state  and  federal,  Terry  has  been  in  public  service,  making 
programs  work  for  people.  He  has  the  Integrity,  capacity,  skills  and  commitment  which 
will  lend  themselves  well  at  the  Department  of  Housing  and  Urban  Development  which, 
as  you  and  members  of  your  committee  are  aware,  needs  the  talent  necessary  to  affect 
those  changes  needed  to  make  HUD,  once  again,  a  lead  agency  for  urban  affairs. 


•95X 
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BOSTON  PUBLIC  LIBRARY 
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We  all  look  forward  to  working  with  you  and  your  committed  In  the  coming 
months,  to  restore  the  programs  and  vitality  of  HUD  to  help  all  of  the  American  people, 
and  the  officials  which  our  organizations  serve. 

We  believe  Terry  Duvemay  is  Integral  to  these  goals,  and  those  of  the  Cflnton 
Administration,  and  look  forward  to  working  with  him  and  Secretary  Clsneroa  to  Improve 
the  quality  of  life  hi  urban  America. 

Sincerely 


J.  Thomas  Cochran 

Executive  Director 

The  U.S.  Conference  of  Mayors 


Donald  J.  Borut 

Executive  Director 

The  National  League  of  Cities 


Larry  E.  Naake 
Executive  Director 
The  National  Association 
of  Counties 


Reginald  N.  Todd 
Chief  Executive  Officer 
The  National  Community  Development 
Association 


John  C.  Murphy 
Executive  Director 
The  Association  of  Local 
Housing  Finance  Agencies 


R-95X 


03-25-93    05:19PM       P003    833 


99 


The  King  Center 


CORETTA  SCOTT  KING 

Founding  ['resident  and 
Chief  Executive  Officer 

JESSE  HILL.  JR. 

Chair.  Board  of  Directors 

CHRISTINE  KINO  FARRIS 

Vice  Chair.  Treasurer 

LAWRENCE  P.  DOSS 
Vice  Chair 

MARVIN  GOLDSTEIN 
Vice  Chair 

JOHN  W  COX 

Secretarv 


RONALD  L  QUINCY 
Executive  Director  and 
Chief  Operating  Officer 


March  12,  1993 


Dear  Senator  Riegle: 

I  am  writing  to  you  in  support  of  the  Senate 
confirmation  of  Mr.  Terrance  Duvernay  for 
Deputy  Secretary  of  the  Department  of  Housing 
and  Urban  Development. 

Prior  to  my  assuming  the  position  of  Executive 
Director  of  The  King  Center,  I  had  the 
privilege  of  working  with  Mr.  Duvernay  in 
several  capacities  during  my  tenure  as  Special 
Assistant  to  the  Governor  of  Michigan,  and  as 
Director  of  the  Michigan  Department  of  Civil 
Rights.  At  that  time,  Mr.  Duvernay  served  as 
Director  of  the  Michigan  State  Housing 
Authority. 

He  was  viewed  by  his  peers  in  the  State 
Cabinet  as  being  an  exceptional,  consummate 
professional.  He  consistently  demonstrated  a 
willingness  to  accept  input  from  his 
colleagues,  and  his  outreach  to  the  community 
and  constituent  organizations  served  as  a 
model  for  other  administrators. 

During  my  tenure  at  The  King  Center,  Mr. 
Duvernay  has  served  on  the  Advisory  Committee 
of  our  Center  for  Community  Development  —  the 
Center's  programmatic  entity  that  provides 
technical  assistance  for  community 
redevelopment  and  revitalization.  His  vision 
on  issues  related  to  community  and  economic 
development  has  been  an  invaluable  asset  to 
the  work  of  the  Committee. 

Mr.  Duvernay  is  a  gifted  administrator  who 
possesses  outstanding  integrity,  and  has  a 
high  regard  for  ethics.   He  is  sensitive  to 
the  concerns  of  his  staff  and  constituents, 
and  works  exceptionally  well  with  legislative 
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bodies.  His  traditional  practice  of  good 
government  and  effective  government  service 
has  earned  him  a  solid  professional 
reputation,  as  well  as  national  stature  in  the 
field  of  housing  and  urban  development. 

It  is  my  hope  that  the  Committee  will  offer 
Mr.  Duvernay  a  unanimous  confirmation  for  this 
most  responsible  position,  so  that  the  nation 
may  benefit  from  the  exemplary  level  of  public 
service  that  has  become  his  hallmark. 


Kind  personal  regards. 


Sincerely, 


(M  t 

Ronald  L. 


The  Honorable  Donald  W.  Riegle,  Jr. 
Chair,  U.S.  Senate  Committee  on  Banking 

and  Urban  Affairs 
Room  105  -  Building  SDOB 
Washington,  D.C.  20510 
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